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Introduction 


In  1986,  the  Department  of  Agriculture  directed  much  of 
its  efforts  toward  implementing  the  Food  Security  Act  of 
1985,  landmark  legislation  forged  to  ease  American  farmers 
into  a  new  era  of  market-oriented  agriculture. 

Under  the  law,  farmers  placed  191.2  million  acres  into 
programs  for  wheat,  feed  grains,  cotton,  and  rice,  81.5  per- 
cent of  the  Nation's  crop  acreage  base  for  those  crops. 

Under  another  important  provision  of  the  law,  9  million 
acres  of  highly  erodible  cropland  were  accepted  into  a 
Conservation  Reserve  Program. 

At  the  same  time,  an  information  program  was  initiated  to 
inform  farmers  of  the  conservation  compliance  require- 
ments of  the  law,  provisions  aimed  at  discouraging  the 
conversion  of  wetland  and  highly  erodible  land  into 
production — the  so-called  swampbusting  and  sodbusting 
provisions. 

Also  under  the  law,  dairy  farmers  pledged  more  than  11/2 
million  head  of  cattle  to  the  Dairy  Termination  Program,  a 
program  which  proceeded  smoothly  through  the  year. 

The  Food  Security  Act  changed  or  expanded  several 
food  aid  export  promotion  activities.  Some  changes  were 
meant  to  stimulate  private  sector  development  in  recipient 
countries.  Others  allowed  nongovernmental  organizations 
to  sell  some  donated  food  aid  to  help  finance  distribution  of 
the  remainder.  Targeted  assistance  and  intermediate  credit 
guarantee  programs  supplemented  export  promotion 
programs. 

Wheat  initiatives  under  the  Export  Enhancement  Program 
represented  more  than  a  third  of  projected  wheat  exports. 

Efforts  to  increase  farm  exports  under  the  Food  Security 
Act  fit  into  other  efforts  of  the  Government  to  improve  the 
country's  trade  position.  In  one  important  session,  the  Uni- 
ted States  trade  team  established  that  trade  liberalization 
for  farm  products  would  be  on  the  agenda  of  the  new  Uru- 
guay Round  of  multilateral  trade  negotiations  under  the 
General  Agreement  of  Tariffs  and  Trade. 

Beyond  the  Food  Security  Act,  the  Department  of  Agri- 
culture took  several  steps  to  assist  farmers  beset  by  the 
forces  of  nature  and  financial  difficulties. 

Assuring  that  more  than  98  percent  of  their  farm  borrow- 
ers would  be  able  to  stay  in  operation,  the  Farmers  Home 
Administration  provided  special  servicing  assistance  such 
as  deferrals,  rescheduling,  loan  consolidations,  and  refi- 
nancings at  more  favorable  interest  rates  to  thousands  of 
borrowers  who  otherwise  might  not  have  been  able  to 
remain  in  business. 

Management  of  the  Department  improved  markedly  as 
new,  more  productive  systems,  resulting  in  the  savings  of 
millions  of  dollars,  were  initiated. 


At  the  same  time,  the  Department  emphasized  the  impor- 
tance of  protecting  the  civil  rights  of  every  employee. 

An  active  Office  of  the  Inspector  General  checked  fraud 
and  abuse  in  departmental  programs. 

Marketing  and  inspection  services  within  the  Department 
actively  protected  farmers  and  consumers  in  several  fields 
of  activity. 

Significant  research  findings  benefiting  farmers,  consu- 
mers, and  others  in  the  agricultural  chain  were  reported 
both  by  Departmental  scientists  and  economists  and  by 
State  experiment  stations  using  USDA  funds. 

The  results  of  that  research  and  vast  quantities  of  other 
information  useful  to  all  those  involved  in  the  broadest  defi- 
nition of  agriculture  were  disseminated  speedily  and  accu- 
rately by  every  means  possible,  from  the  traditional  word  of 
mouth  to  state-of-the-art  electronics.  A  notable  example 
was  the  1986  Yearbook  of  Agriculture,  entitled  "Research 
For  Tomorrow." 

It  was  a  busy  and  productive  year  for  the  Department  of 
Agriculture,  too  active  and  diversified  to  be  summrized 
adequately  in  this  introduction  or,  really,  in  the  report  itself, 
which  is  intended  as  an  overview  rather  than  a  detailed 
description  of  the  Department's  work  in  1986. 


International  Affairs 
and  Commodities 


Agricultural  Stabilization 
and  Conservation  Service 


New  Farm  The  1986  programs  for  wheat,  feed  grains,  cotton,  and  rice 

Programs  were  the  first  to  be  carried  out  under  the  Food  Security  Act 

Implemented  of  1985.  Contracts  signed  by  farmers  placed  191.2  million 

acres  in  the  programs,  81.5  percent  of  the  total  crop 
acreage  bases  for  these  commodities.  Some  major  features 
of  the  new  programs  were  reduced  commodity  loan  rates  to 
make  U.S.  crops  more  competitive;  the  use  of  marketing 
loans  for  rice,  upland  cotton,  and  honey;  and  payments  to 
farmers  in  commodity  certificates  which  could  be  sold, 
redeemed  for  cash,  used  to  pay  off  producers'  outstanding 
loans  or  exchanged  for  Commodity  Credit  Corporation 
(CCC)  inventory. 

Several  changes  in  the  1986  farm  programs  were  imple- 
mented under  the  Food  Security  Improvements  Act  of  1986. 
The  law  modified  planting  rules  for  "nonprogram"  crops 
and  authorized  additional  payments  and  haying  and  graz- 
ing privileges  under  certain  conditions.  The  act  also  autho- 
rized additional  payments  in  the  form  of  commodity  certifi- 
cates to  be  made  to  producers  whose  1986  farm  program 
yield  for  a  crop  was  reduced  more  than  3  percent  below 
the  1985  program  payment  yield. 

New  Banking  CCC's  concentration  banking  system  was  implemented  in 

System  Started      January.  The  system  reduces  the  float  time  of  deposits  from 
more  than  1,800  county  offices  of  the  Agricultural  Stabiliza- 
tion and  Conservation  Service  (ASCS)  to  the  U.S.  Treasury 
by  clearing  checks  locally  and  electronically  centralizing 
money  overnight.  Expected  savings  are  3.75  days  of  float 
time  or  about  $8  million  annually. 

Interest  Costs         At  the  end  of  September,  $2.8  million  of  interest  costs  had 
Saved  been  saved  through  improved  cash  management  tech- 

niques. These  techniques  include  use  of  the  U.S.  Treasury's 
financial  communications  system,  lockbox  operations, 
direct  access  wire  transfer,  and  a  concentration  banking 
system.  This  represented  interest  savings  during  fiscal  year 
1986  of  over  $2.5  billion. 

SCOAP  Equipment  installation  for  the  State  and  county  office  auto- 

Equipment  mation  project  (SCOAP)  was  completed  when  the  last  com- 

Delivered  puter  was  installed  in  Missouri  in  September.  Nationwide 


installation  of  2,795  systems  was  completed  9  months 
ahead  of  schedule.  Counties  are  proceeding  to  "load"  data 
into  the  computers. 

Drought  Special  actions  were  taken  to  assist  farmers  in  the  South- 

Actions  Taken        east  affected  by  severe  drought.  Early  steps  included  allow- 
ing haying  and  grazing  on  acreage  removed  from  produc- 
tion under  farm  programs,  permitting  the  harvest  of  farm 
program  crops  for  forage,  creation  of  a  task  force  from  nine 
USDA  agencies,  and  establishment  of  a  toll-free  hotline. 
Later  actions  included  implementation  of  the  feed  cost- 
sharing  program  and  an  additional  10-percent  advance 
deficiency  payment  for  farm  program  participants.  Late  in 
the  year  ASCS  began  implementation  of  a  newly  enacted 
disaster  payment  program  for  1986  crop  losses  in  desig- 
nated counties. 

Storage  Space       The  Commodity  Credit  Corporation  took  action  to  free  stor- 
Located  age  space  prior  to  fall  harvest,  primarily  in  the  Corn  Belt.  As 

of  September  30,  the  1 .3  billion-bushel  target  had  been  met 
through  relocations,  sales,  exchanges,  approval  for  tem- 
porary and  emergency  storage  of  government-owned 
grain,  and  farmer-owned  grain  under  CCC  loan  and  other 
actions. 

"Smart  Card"         A  pilot  study  using  a  "smart  card"  for  peanut  marketing  was 
Study  expanded.  The  paper  card  previously  used  by  peanut  pro- 

Expanded  ducers  was  replaced  by  a  plastic  card  on  which  farm  data 

is  electronically  recorded.  The  expanded  pilot  study 
covered  45  buying  points  and  included  about  2,700  peanut 
farms  in  20  counties. 

Conservation  Regulations  regarding  several  conservation  provisions  of 

Provisions  the  Food  Security  Act  of  1985  were  developed.  The  Con- 

Developed  servation  Reserve  Program  has  a  goal  of  removing  from 

cultivation,  for  a  decade  or  more,  as  many  as  40-45  million 

acres  of  highly  erodible  cropland. 


Nine  million  acres  of  highly  erodible  cropland  were 
accepted  into  the  reserve  during  three  bidding  periods  in 
1986.  The  land  must  be  planted  with  permanent  vegetative 
cover  or  trees.  Annual  rental  and  50-percent  cost-sharing 
payments  will  compensate  farmers. 

Other  provisions  of  the  new  law  discourage  conversion  of 
wetland  (swampbusting)  and  the  cultivation  of  highly  erodi- 
ble land  (sodbusting).  Conservation  compliance  requires 
farmers  currently  producing  commodities  on  highly  erodi- 
ble fields  that  were  planted  at  least  once  between  1981  and 
1985  to  implement  an  approved  conservation  plan  on  the 
highly  erodible  acreage. 


Termination  Under  the  Dairy  Termination  Program,  producers  receive 

Program  payments  from  the  CCC  (based  on  bids  accepted  by  the 

Implemented  Secretary)  in  exchange  for  ceasing  milk  production  for  5 

years  and  disposing  of  all  of  their  dairy  cattle.  The  dairy 
herds  must  be  sold  for  slaughter  or  export.  USDA  is  making 
red  meat  purchases  to  help  offset  the  increased  meat 
supply  resulting  from  the  buyout  program  and  is  facilitating 
the  export  sale  of  dairy  cattle. 


Foreign  Agricultural  Service 


U.S.  Agricultural 

Exports 

Declined 


Credit  Programs 
Implemented 


Programs 
Enhanced 
Growth 


U.S.  agricultural  exports  in  fiscal  year  1986  were  valued  at 
$26.3  billion,  down  16  percent  from  $31.2  billion  in  fiscal 
year  1985.  Export  value  was  40  percent  lower  than  in  fiscal 
year  1981,  when  it  reached  a  record  high  of  $43.8  billion. 

The  volume  of  U.S.  agricultural  exports  was  109.6  million 
tons,  13  percent  below  the  previous  year  and  33  percent 
below  the  fiscal  year  1980  record  of  163.7  million  tons. 

Modest  growth  in  the  world  economy,  large  foreign  crop 
supplies,  and  intense  competition  from  major  exporters 
(including  subsidized  exports  from  the  European  Commun- 
ity) all  contributed  to  the  deterioration  of  U.S.  agricultural 
exports. 

In  fiscal  year  1986,  the  Foreign  Agricultural  Service  (FAS) 
made  available  $478.5  million  for  implementation  of  the 
Intermediate  Credit  Guarantee  Program  (GSM-103).  This 
program  provides  for  3-  to  10-year  loans  to  help  develop- 
ing nations  make  the  transition  from  concessional  financing 
to  cash  purchases.  Programs  valued  at  $377  million  were 
announced  for  breeding  livestock  and  commodity  groups. 

In  fiscal  year  1986,  P.L  480  programs  provided  over  $1.6 
billion  of  agricultural  commodities  to  combat  hunger  and 
malnutrition  in  foreign  countries,  promote  foreign  economic 
development,  and  develop  markets  for  U.S.  agricultural 
commodities. 


The  Food  Security  Act  of  1985  provided  two  new  initiatives 
to  promote  foreign  economic  growth  through  increased  use 
of  the  private  agricultural  sector.  Under  the  new  Local  Cur- 
rency Initiative,  sales  of  U.S.  farm  products  for  local  cur- 
rency have  been  reinstated.  These  local  currencies,  which 
may  be  owned  by  the  U.S.  government,  will  be  loaned  to 
private  financial  intermediaries,  who  then  re-lend  them  to 
the  local  private  sector.  Another  new  program,  Food  for 
Progress,  provided  commodities  to  needy  countries  (mainly 
in  Africa)  to  encourage  private  sector  involvement  in  agri- 
cultural reform. 


Targeted  Export 

Assistance 

Initiated 


Section  1 124  of  the  Food  Security  Act  of  1985,  as  amended, 
calls  tor  the  Secretary  of  Agriculture  to  use  for  each  of  the 
fiscal  years  1986-88  no  less  than  $110  million  of  funds  or 
commodities  owned  by  the  Commodity  Credit  Corporation 
(CCC)  to  counter  or  offset  the  adverse  effects  on  U.S.  agri- 
cultural exports  due  to  subsidies,  import  quotas,  or  other 
unfair  foreign  trade  practices. 

This  assistance  is  commonly  referred  to  as  Targeted  Export 
Assistance  (TEA);  and  for  the  time  being,  is  funded  entirely 
by  issuing  CCC  generic  commodity  certificates. 

These  are  two  basic  types  of  TEA  programs:  a  generic 
promotional  program  with  nonprofit  U.S.  agricultural  trade 
organizations  and  State  organizations  and  a  brand- 
identified  or  high-value  promotional  program  with  private 
U.S.  firms. 


In  fiscal  year  1 986, 1 1 0  million  dollars'  worth  of  TEA  funding 
was  made  available  in  agreements  with  35  nonprofit,  State, 
and  private  agricultural  organizations. 

Enhancement         The  goal  of  the  Export  Enhancement  Program  is  to  enable 
Program  U.S.  exporters  to  meet  prevailing  world  prices  for  targeted 

Continued  commodities  and  destinations.  The  program  is  not  used  to 

undercut  world  markets  prices,  but  to  meet  competition 
from  other  subsidizing  countries,  especially  the  European 
Community. 

At  the  end  of  fiscal  year  1986,  46  initiatives  were 
announced  for  26  countries  eligible  for  the  EEP.  Commodi- 
ties included  in  the  initiatives  were  wheat,  wheat  flour,  rice, 
poultry,  barley  malt,  semolina,  eggs,  dairy  cattle,  poultry 
feed,  barley,  and  vegetable  oil.  Wheat  initiatives  announced 
under  the  EEP  represented  more  than  a  third  of  projected 
wheat  exports. 

Trade  Policy  A  number  of  significant  accomplishments  in  trade  policy 

Helped  U.S.  have  helped  the  U.S.  trade  situation.  The  U.S.  team  estab- 

lished that  trade  liberalization  for  farm  products  will  be  on 
the  agenda  on  the  new  Uruguay  Round  of  multilateral  trade 
negotiations  under  the  General  Agreement  on  Tariffs  and 
Trade.  The  United  States  and  the  European  Community 
tentatively  resolved  the  17-year-old  dispute  over  citrus 
trade.  Negotiations  were  begun  to  pursue  a  comprehensive 
free  trade  agreement  with  Canada.  Japan  has  agreed  to 
unilaterally  begin  reducing  its  tariffs  on  wood  and  wood 
panel  products  in  1987. 

New  Trade  USDA  opened  one  additional  agricultural  trade  office  in 

Office  Opened        1986  in  Tokyo,  Japan.  USDA  also  operates  14  other  trade 
offices  in  key  markets  around  the  world. 


Office  of  International  Cooperation 
and  Development 


Technical 

Assistance 

Coordinated 


Assistance 
Mobilized 


Activities 

Supported 

(CBI) 


U.S.  Agriculture 
Assisted 
Through 
Research 


Working  with  the  Agency  for  International  Development, 
international  organizations,  and  requesting  governments, 
the  Office  of  International  Cooperation  and  Development 
(OICD)  coordinated  assistance  to  98  countries.  Recent  pro- 
jects include  livestock  improvement  in  Cameroon,  estab- 
lishment of  a  private  sector  food  processing  company  in 
Zaire  (with  equipment  purchased  from  U.S.  firms),  introduc- 
tion of  deciduous  fruits  and  vegetables  in  Guatemala,  and 
an  assessment  of  development  assistance  in  Jamaica. 
OICD  is  continuing  to  support  research  in  vitamin  A  defi- 
ciency. The  importance  of  vitamin  A  has  been  underscored 
by  reports  that  vitamin  A  supplements  can  reduce  the  inci- 
dence of  blindness  in  children  and  reduce  child  mortality 
by  up  to  30  percent.  OICD  has  assisted  several  developing 
countries,  including  Indonesia,  Bangladesh,  Nepal,  and  The 
Philippines,  with  food  fortification  projects. 

USDA  technical  experts  have  contributed  to  U.S.  and  inter- 
national efforts  to  control  the  worst  infestation  of  grass- 
hoppers and  locusts  in  50  years.  OICD  responded  by  pro- 
viding the  service  of  specialists  from  the  Forest  Service, 
Agricultural  Research  Service,  and  Animal  and  Plant  Health 
Inspection  Service  in  a  successful  control  program. 

OICD  helps  agribusiness  development  in  the  Caribbean 
Basin  through  agricultural  marketing  and  agribusiness 
development  workshops,  joint  business  ventures,  and  an 
agribusiness  information  center.  The  Secretary's  Agribusi- 
ness Promotion  Council  (APC)  is  an  essential  partner. 
USDA's  first  agribusiness  development  workshop  in  Puerto 
Rico  was  attended  by  650  participants  from  countries  in  the 
Caribbean  Basin  Initiative  CBI  and  Europe.  OICD  and  APC 
also  conducted  a  panel  discussion  at  the  International  Fair 
of  Agriculture,  Cattle,  Fish,  and  Feed  in  Panama  to  review 
the  benefits  and  incentives  of  CBI  and  to  encourage  more 
private  sector  involvement. 

Cooperative  research  efforts  with  foreign  agricultural  insti- 
tutions continue  to  benefit  U.S.  agriculture.  Activities 
focused  on  agricultural  research  needs  involving  potential 
threats  to  and  opportunities  for  American  export  and 
domestic  markets.  Activities  included  research  on  pseudor- 
abies  in  swine  (Mexico),  use  of  micro-organisms  to  reduce 
vegetable  disease  (Mexico),  effects  of  animal  feeds  on  meat 
flavor  (New  Zealand),  listeriosis  testing  (Yugoslavia),  and 
aquaculture  pond  systems  (Philippines). 


Exchange  During  fiscal  year  1986, 148  scientific  and  technical 

Activities  exchange  activities  involved  330  U.S.  and  foreign  scientists 

Involved  Many       in  28  countries  through  bilateral  agreements,  and  on  an  ad 
Countries  hoc  basis  with  South  Korea,  Kenya,  Uruguay,  the  Ivory 

Coast,  Sweden,  and  Denmark.  Major  programs  with  both 
the  U.S.S.R.  and  China,  covering  a  broad  range  of  topics  of 
mutual  benefit,  were  reactivated  and  in  full  swing  during 
1986. 


Exchanges  reflected  U.S.  agricultural  priorities,  including 
the  control  of  gyspy  moths  (PRC),  germplasm  for  tree  varie- 
ties able  to  withstand  cold  weather  (USSR),  Africanized 
honey  bees  (Mexico  and  Canada),  the  modeling  of  crop- 
ping systems  to  simulate  crop  responses  to  changes  in 
water  and  fertilizer  or  to  such  stresses  as  drought  or  pest 
infestation  (France),  forest  pathology  (PRC),  import 
requirements  (USSR),  and  water  quality  modeling  (interna- 
tional symposium). 

Trade,  During  fiscal  year  1986,  OICD  coordinated  training  for  more 

Good  Will  than  2,300  agriculturists  in  more  than  100  American  univer- 

Promoted  sities.  Programs  were  tailored  to  address  specific  needs.  In 

addition  to  U.S.-based  courses,  seminars  were  conducted 

overseas,  in  the  native  language,  to  focus  on  situations  and 

needs  unique  to  the  host  country. 

The  Agricultural  Scholarship  Program  for  Middle-Income 
Countries  (MIC),  which  was  developed  to  provide  a  bridge 
between  developed  and  middle  income  countries  and  to 
foster  trade  and  development  opportunities,  completed  its 
third  year.  Colombia,  Venezuela,  Malaysia,  Iraq,  Algeria, 
Yugoslavia,  Mexico,  Korea,  The  Ivory  Coast,  and  Turkey 
participated  in  the  program. 


Natural  Resources 
And  The  Environment 


Forest  Service 


RPA  Program         The  1985  Recommended  Renewable  Resources  Planning 
Released  Act  Program  (RPA)  was  sent  to  Congress.  This  was  the 

third  program  update  since  the  Forest  and  Rangeland 
Renewable  Resources  Planning  Act  became  law  in  1974. 
Completion  of  the  program  was  delayed  to  allow  consid- 
eraof  administrative  and  congressional  actions,  such  as  the 
Balanced  Budget  and  Emergency  Deficit  Control  Act  of 
1985.  Long-term  natural  resource  and  environmental 
needs,  economic  growth,  and  Federal  deficit  reduction 
were  guiding  forces  in  the  program's  formulation. 


New  Program 
Saved  Campers 
Site  Fees 


Campers  can  save  15  percent  on  fees  at  National  Forest 
campsites  under  the  Camp  Stamp  Program  established  in 
1986.  Campers  can  purchase  the  stamps  from  Forest  Ser- 
vice offices  and  private  vendors  before  reaching  their  des- 
tinations. The  stamps  are  issued  in  various  denominations 
so  that  campers  may  combine  them  to  pay  virtually  any  fee 
and  won't  need  to  carry  correct  change  at  self-service,  fee- 
collection  stations. 

Scientists  were  awarded  over  $1  million  in  grants  to  study 
what  effects,  if  any,  acid  rain  may  be  having  on  spruce-fir 
forests.  They  are  part  of  a  new  forest  response  research 
program  to  study  the  effect  of  acid  rain  on  forests.  It  is  the 
first  major  cooperative  research  effort  on  the  subject 
among  Federal  agencies  and  the  private  sector. 

After  1 1/2  years  of  study,  the  Forest  Service  released  a 
report  on  the  proposed  information  reporting  system  of  the 
timber  sale  program.  The  report  combines  financial,  eco- 
nomic, and  employment  information  to  provide  a  more 
accurate  picture  of  costs  and  benefits,  plus  a  means  of 
identifying  trends  in  timber  management  pertinent  to  timber 
policy  issues.  The  system  will  be  tested  on  Forest  Service 
units  in  1987. 


Woodsy  Owl  Woodsy  Owl  celebrated  his  1 5th  birthday  in  1 986.  This 

Was  15  symbol  serves  as  the  primary  tool  for  communicating  basic 

stewardship  and  environmental  awareness  to  America's 
young  people.  Woodsy  and  his  message  are  now  recog- 
nized in  90  percent  of  the  households  with  children  under 
the  age  of  10. 


FS  Studied 
Effects  Of 
Acid  Rain 


Timber  Sale 
Study  Released 


FS  Joined 

Reserve 

Program 


FS  Marks 
Bicentennial 


The  Forest  Service  cooperated  with  other  USDA  agencies 
and  State  forestry  departments  to  implement  the  Conserva- 
tion Reserve  Program,  part  of  the  1985  Farm  Bill.  The  pro- 
gram's aim  is  to  retire  highly  erodible  cropland  and  plant 
permanent  covers  of  grass,  trees,  and  plants  for  wildlife. 
Almost  9  million  acres  were  accepted  into  the  program  in 
1986,  with  582,400  acres  to  be  planted  to  trees.  The  Con- 
servation reserve  Program  is  expected  to  be  the  largest 
tree-planting  effort  in  history. 

To  help  mark  the  Bicentennial  of  the  Constitution  in  1987, 
the  Forest  Service  launched  a  national  tree-planting  effort 
in  1986.  The  agency  will  sponsor  the  planting  of  trees  at 
Forest  Service  offices  and  on  National  Forest  System  lands 
throughout  the  United  States.  The  public  also  will  be 
encouraged  to  plant  trees  on  other  lands. 


Soil  Conservation  Service 


Conservation  The  Soil  Conservation  Service  (SCS)  joined  other  Federal, 

Initiatives  State,  and  local  agencies  in  a  concerted  effort  to  carry  out 

Emphasized  the  conservation  provisions  of  the  1985  Farm  Bill.  SCS 

helped  draft  interim  rules  for  the  conservation  Reserve  Pro- 
gram (CRP),  the  wetland  conservation,  and  the  highly  ero- 
dible land  conservation  provisions.  SCS  had  leadership  for 
developing  environmental  assessments  for  all  three  provi- 
sions, participated  in  all  three  CRP  signups,  and  trained 
SCS  staff  at  all  levels  to  help  agricultural  producers.  Pro- 
ducers entered  almost  9  million  cropland  acres  into  the 
CRP.  The  annual  soil  loss  on  these  acres  averaged  31  tons 
per  acre. 

Information  SCS  joined  other  USDA  agencies  and  voluntary  organiza- 

Campaign  tions  for  a  Farm  Bill  feedback  and  outlook  meeting  in  Sep- 

Planned  tember.  The  objective  was  to  develop  a  strategy  to  make 

producers  aware  of  the  conservation  provisions  and  the 

assistance  available. 


Work  Started 
On  1987  NRI 


RCA  Appraisal 
Draft  Completed 


SCS  staff  at  all  levels  were  involved  in  conducting  the  1987 
National  Resources  Inventory  (NRI),  the  third  in  the  series  of 
NRI's  mandated  by  the  Rural  Development  Act  of  1972.  This 
work  will  continue  in  1987.  The  Board  of  Agriculture  of  the 
National  Research  Council,  at  the  request  of  SCS,  com- 
pleted a  study  of  the  NRI.  Some  of  the  changes  suggested 
by  the  Council  are  being  incorporated  in  the  1987  NRI,  a 
unique  source  of  resource  information. 

Work  was  completed  on  the  draft  of  the  second  national 
appraisal  of  the  status,  condition,  and  trends  in  the  use  of 
soil,  water,  and  related  resources.  SCS  expects  to  issue  the 
appraisal  for  public  comment  by  spring  1987. 
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Conservation 
Tillage  Was  Up 


Progress  Made 
On  Soil  Surveys, 
Other  Programs 


Program 

Evaluations 

Conducted 


New  PMC  for 

Arkansas 

Authorized 


Meetings  Held 
On  Windbreaks, 
Minorities 


Water  Quality 

Efforts 

Increased 


Salinity 
Control  Efforts 
Increased 


To  save  soil,  moisture,  and  energy,  producers  increased  the 
use  of  conservation  tillage  by  almost  3  million  acres  from 
1984  to  1985,  to  an  all-time  record  of  99.6  million  acres. 

SCS  mapped  more  than  42  million  acres  of  nonfederal  land, 
published  82  county  soil  surveys,  and  made  plans  to  step 
up  mapping  to  meet  producers'  needs  for  soil  maps  under 
the  1985  Farm  Bill.  Progress  on  small  watershed  projects 
included:  construction  of  10  of  the  47  projects  approved  for 
planning,  and  completion  of  15  of  the  32  approved  for 
operations.  The  agency  obligated  $48.7  million  in  emer- 
gency watershed  protection  funds  to  cope  with  damage 
from  severe  flooding  in  27  States.  SCS  also  obligated  $4.9 
million  for  80  contracts  in  12  States  to  eliminate  health  and 
safety  hazards  on  rural  land  damaged  by  coal  mining,  or  to 
otherwise  reclaim  the  land. 

Under  the  Great  Plains  Conservation  Program  (GPCP),  SCS 
awarded  950  long-term  contracts  totaling  $13.4  million  to 
control  severe  soil  and  water  resource  problems  in  more 
than  500  counties  in  the  10  Great  Plains  States.  A  compre- 
hensive evaluation  of  the  GPCP  is  scheduled  for  comple- 
tion in  early  1987.  A  similar  evaluation  was  completed  for 
the  Resource  Conservation  and  Development  Program. 

A  dozen  new  conservation  plants  were  released  in  1986.  A 
new  plant  materials  center,  authorized  by  Congress  in  1986 
for  completion  in  1987,  will  be  located  at  the  Agricultural 
Research  Service's  Family  Farms  Research  Center,  Boone- 
ville,  AR.  It  will  serve  western  Arkansas,  southern  Missouri, 
and  eastern  Oklahoma. 

The  agency  cosponsored  two  major  meetings:  the  Interna- 
tional Symposium  on  Windbreak  Technology  which  drew 
participants  from  20  countries  held  in  Lincoln,  Nebraska  in 
June,  and  a  seminar  in  March  in  Greensboro,  North  Caro- 
lina, with  the  1890  land-grant  institutions  and  Tuskegee 
University  on  improved  conservation  assistance  to  minority 
farmers  and  ranchers.  The  seminar  drew  officials  and  par- 
ticipants from  all  sixteen  1890  schools  and  many  others. 

SCS  helped  draft  a  comprehensive  USDA  nonpoint  source 
water  quality  policy.  Also,  the  agency  accelerated  technical 
assistance  to  improve  water  quality  in  Maryland,  Pennsyl- 
vania, and  Virginia  in  the  Chesapeake  Bay  area. 

SCS  worked  with  the  Agricultural  Stabilization  and  Conser- 
vation Service  to  implement  the  new  USDA  onfarm  salinity 
control  program  in  the  Colorado  River  Basin.  The  agency 
will  give  technical  assistance  to  farmers  who  enter  into 
long-term  contracts.  SCS,  meanwhile,  continued  to  assist 
farmers  participating  in  the  existing  onfarm  salinity  control 
program  in  Uinta  Basin,  Utah,  and  Grand  Valley,  Colorado. 
The  Arizona  Wellton-Mohawk  salinity  control  project  was 
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completed,  thereby  increasing  irrigation  efficiencies  on  par- 
ticipating farms  by  55  to  80  percent  and  substantially  redu- 
ing  the  salt  load  in  return  flows  to  the  Colorado  River. 
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Marketing  and 
Inspection  Services 


Agricultural  Cooperative  Service 


Business 
Volume  Was  At 
6-Year  Low 


Sales,  Margins, 
Net  Worth 
Dropped 


Cooperative 

Principles 

Analyzed 


Leadership 
Provided 


ACS  Relocated 
Headquarters 


Research 
Probed  Critical 
Issues 


A  report  issued  in  1986  showed  that  the  combined  busi- 
ness volume  of  5,625  agricultural  marketing,  purchasing, 
and  service  cooperatives  for  1985  was  $65.6  billion,  the 
lowest  in  6  years.  Net  margins  of  $767  million  were  the 
lowest  in  the  past  9  years.  Total  assets  of  $27.8  billion  were 
down  4.8  percent  from  $29.2  billion  in  1984;  liabilities 
decreased  7.6  percent  from  $17  billion  to  $15.7  billion;  and 
net  worth  dipped  1.1  percent  from  $12.2  billion  to  12.1  bil- 
lion. Cooperative  memberships  dropped  to  4.8  million  from 
4.84  million. 

Sales  of  the  100  largest  cooperatives  totaled  $47.2  billion  in 
1985,  a  drop  of  nearly  $6  billion  or  1 1  percent  from  the 
1984  total.  Total  net  margins  after  losses  decreased  from 
$429.9  million  to  $240.8  million.  Losses  totaled  $180.8  mil- 
lion, an  increase  of  1 79  percent.  The  grain  and  farm  supply 
cooperative  accounted  for  nearly  80  percent  of  the  losses. 
Total  assets  of  $15.8  billion  were  down  4.6  percent;  total 
debt  decreased  7.2  percent  to  $5.9  billion;  and  net  worth 
declined  less  than  1  percent  to  $5.6  billion. 

The  Agricultural  Cooperative  Service  (ACS)  analyzed  more 
than  80  State  cooperative  incorporation  statutes  for  expres- 
sions of  cooperative  principles  in  statutory  requirements. 
The  analysis  shows  the  close  connection  between  special 
statutes  and  the  special  way  cooperatives  differ  from  other 
kinds  of  business  organizations. 

ACS  provided  leadership  and  assistance  to  university 
researchers  and  cooperative  leaders  in  publishing  the  first 
volume  of  the  Journal  of  Agricultural  Cooperation.  The  pur- 
pose of  the  journal  is  to  encourage  research  on  issues  of 
importance  to  U.S.  farmer  cooperatives  and  to  provide  a 
forum  for  the  review  and  exchange  of  research  results. 

ACS  relocated  its  agency  headquarters  at  2121  K  Street, 
N.W.,  Washington,  D.C.,  leaving  the  old  Auditor's  Building  to 
make  room  for  renovation.  The  agency's  field  offices  remain 
in  Greensboro,  North  Carolina;  London,  Kentucky;  and  Hilo, 
Hawaii. 

The  agency's  commitment  to  provide  timely,  effective 
responses  to  the  needs  of  cooperatives  requires  balancing 
long-term  research  needs  with  the  need  to  be  flexible  in 
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addressing  current  pressing  issues.  The  current  research 
agenda  of  ACS  is  directed  toward  assisting  cooperatives 
address  issues  critical  to  their  long-term  ability  to  serve 
members. 

Grain  Co-ops         Researchers  completed  three  studies  of  cooperatives  that 
Studied  handle  grain  for  members.  They  involved  first  handlers  with 

a  business  volume  of  $1  million  to  $4.9  million,  $5  million  to 
$14.9  million,  and  $15  million  and  over.  The  studies  exam- 
ined the  financial  status  of  these  cooperatives,  the  amount 
of  stress  experienced  by  them,  and  the  causes  of  their 
stress. 

Technical  Help      ACS  was  involved  in  64  technical  assistance  projects  dur- 
Provided  ing  the  year,  of  which  40  were  for  emerging  or  developing 

cooperatives.  More  than  30  different  commodities  were 

represented  in  these  projects. 

Also,  there  were  examinations  of  cottonseed  processing 
costs  at  1 4  cooperative  plants,  and  assessment  of  the  feas- 
ibility of  merging  three  major  dairy  cooperatives  in  the 
Midwest  and  two  prune-drying  cooperatives  in  California. 

The  feasibility  of  establishing  marketing  cooperatives  for 
three  groups  of  native  American  handcraft  producers  and 
12  groups  of  vegetable  producers  was  evaluated. 

Aid  was  given  in  developing  marketing  and  other  member 
services  for  a  federation  of  14  local  vegetable  marketing 
cooperatives  in  the  Southeastern  United  States.  An  analysis 
of  financial  and  operational  alternatives  for  a  west  coast 
cottonseed  processing  cooperative  was  provided.  Assist- 
ance in  identifying  cooperatives  eligible  for  oil  overcharge 
refunds  saved  the  cooperatives  $45  million. 


Agricultural  Marketing  Service 


Investment 
Monies  Earned 


New  Program 
Implemented 


The  Agricultural  Marketing  Service  (AMS)  earned  $1.8  mil- 
lion in  interest  from  the  investment  of  working  capital  bal- 
ances of  the  cotton,  meat,  poultry,  tobacco,  and  fruit  and 
vegetable  program,  the  live  animal  program,  and  the  dairy 
and  seed  grading  program  in  fiscal  year  1986. 

AMS  set  fourth  regulations  requiring  the  certification  and 
testing  of  all  imported  flue-cured  and  burley  tobacco  for 
pesticides  that  have  been  banned  for  use  in  the  United 
States.  The  pesticide  testing  program  is  being  conducted  in 
conjunction  with  the  imported  tobacco  inspection  program 
which  AMS  instigated  in  1984.  Both  the  inspection  and 
pesticide  testing  programs  are  funded  by  user  fees 
assessed  to  the  importer. 
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Market  News 
Telecommuni- 
cations 
Upgraded 


Milk  Order 
Prices  Adjusted 


Dairy  Policy 
Commission 
Established 


Egg  Marketing 
Order  Proposed 


Cotton  Grade 

Standards 

Revised 


Check  Program 
Implemented 


After  69  years  of  utilizing  land-based  leased  communica- 
tion lines  to  exchange  market  news  reports,  the  Market 
News  Telecommunications  Network  was  upgraded  to  util- 
ize satellite  transmission.  The  upgrade  will  reduce  and  sta- 
bilize transmission  costs,  which  have  been  increasing 
steadily.  The  upgrade  also  will  enable  the  market  news  field 
offices  to  replace  highly  specialized  terminal  equipment 
with  more  versatile  microcomputers.  This  will  reduce  the 
repetitive  input  of  data. 

Effective  May  1,  increases  in  price  differentials  for  milk 
used  in  fluid  form  were  implemented  under  35  milk  orders 
as  required  by  the  1985  Farm  Bill.  Plant  location  adjust- 
ments to  prices  were  substantially  modified  on  an  emer- 
gency basis  in  a  number  of  orders  to  align  prices  with  the 
legislated  price  differentials. 

A  national  commission  on  dairy  policy  was  established 
under  the  Food  Security  Act  of  1985.  It  is  composed  of  18 
milk  producers  charged  with  studying  dairy  price  support 
policies  and  the  effects  of  new  milk  production  technolo- 
gies. Findings  and  recommendations  of  the  commission 
will  be  reported  to  the  Secretary  and  to  the  Congress. 

The  Department  initiated  the  formal  rulemaking  process  on 
an  industry-proposed  egg-marketing  order  for  a  mandatory, 
no-refund  assessment  to  conduct  a  research  and  promo- 
tion program  and  for  a  program  to  remove  surplus  fowl. 
Evidence  received  during  hearings  and  in  briefs  were  used 
to  develop  a  recommended  decision  issued  on  October  23 
and  24.  Proceedings  on  the  surplus  removal  provision  were 
terminated.  The  Department  proposed  to  establish  a 
research  and  promotion  order,  and  gave  interested  parties 
until  December  23  to  submit  comments.  Should  the  com- 
ments favor  establishing  an  order,  USDA  will  hold  a  pro- 
ducers' referendum.  The  proposed  assessment  would  start 
at  one-half  of  a  cent  per  dozen  and  generate  about  $24 
million  annually.  It  could  rise  to  1  cent  per  dozen  in  incre- 
ments of  one-fourth  of  a  cent  if  the  board  and  the  Secretary 
of  Agriculture  approve. 

Delegates  to  the  Universal  Standards  Conference  in  Mem- 
phis agreed  to  a  revision  in  the  trash  component  of  grade 
standards  for  U.S.  Upland  cotton.  The  revision,  the  first 
major  change  in  the  standards  since  1962,  reflects  the 
smaller  trash  particles  found  in  recent  crops.  Changes  will 
become  effective  July  1, 1987. 

Nearly  all  large  textile  manufacturing  firms,  as  well  as  AMS, 
now  use  high-volume  instrument  (HVI)  systems  to  deter- 
mine cotton  quality.  AMS  has  implemented  an  accuracy 
check  program  for  all  users,  reducing  widespread  concern 
about  measurement  differences. 
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Facilities  To  obtain  optimum  measurement  results  from  its  HVI  sys- 

Upgraded  terns  AMS  converted  the  humidity  and  temperature  control 

system  in  five  of  its  classing  facilities  to  the  standards  of  the 
American  Society  for  Testing  Materials  (ASTM),  previously 
obtained  only  in  small  laboratories.  The  new  system,  which 
allows  a  tolerance  of  only  +  1  degree  temperature  and  +  2 
percent  humidity,  will  also  be  incorporated  in  three  new 
classing  facilities  under  construction. 

Beef  Order  The  beef  promotion  and  research  order  became  effective  in 

Implemented  July.  As  of  October  1,  an  assessment  of  $1  per  head  is 

required  each  time  cattle  are  sold.  A  comparable  assess- 
ment is  being  collected  on  all  imported  cattle  and  beef  and 
beef  products.  Total  assessments  under  the  program  are 
estimated  to  be  $70  million  annually,  which  will  be  used  to 
fund  promotional  and  advertising  campaigns  and  to  con- 
duct research  in  such  areas  as  the  role  of  beef  in  human 
diet. 

Wheat  Order  The  wheat  and  wheat  foods  research  and  nutrition  educa- 

Terminated  tion  order  was  terminated  November  1  at  the  request  of  the 

Wheat  Industry  Council's  executive  committee.  The  pro- 
gram had  been  in  effect  since  1981. 


Animal  and  Plant 
Health  Inspection  Service 


Animal  Damage 

Program 

Transferred 


'Beagle 
Brigade" 
Launched 


Biotechnology 
Regulated 


Transfer  of  the  Animal  Damage  Control  Program  from  the 
Interior  Department  to  USDA's  Animal  and  Plant  Health 
Inspection  Service  (APHIS)  was  successfully  completed. 
Suppressng  or  bringing  under  control  wild  animals  injur- 
ious to  agriculture,  horticulture,  forestry,  animal  husbandry, 
wild  game  animals,  furbearers,  and  birds  is  now  handled  by 
APHIS.  The  agency  also  acts  to  suppress  rabies,  tularemia, 
and  certain  other  diseases  to  protect  humansjivestock,  and 
other  domestic  animals. 

USDA's  "detector  dog"  pilot  project  was  expanded  and 
made  a  permanent  program  under  the  name  "Beagle  Bri- 
gade." The  little  dogs  in  green  jackets  that  sniff  baggage  for 
prohibited  fruit  and  meat  from  abroad  will  soon  be  a  familiar 
sight  to  thousands  of  air  travelers  entering  the  United 
States. 

APHIS  reviewed  more  than  20  requests  to  move  genetically 
engineered  organisms  that  are  or  may  be  plant  pests.  Three 
resulted  in  field  trials  for  genetically  engineered  plants.  New 
rules  for  handling  such  requests  have  been  proposed.  In 
January,  APHIS  licensed  a  recombinant-derived  pseudora- 
blies  live  virus  vaccine— the  first  licensing  of  a  genetically 
engineered  vaccine  for  use  on  animals. 
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Western  States 
Treated  For 
Grasshoppers 


Bovine  Disease 

Programs 

Gained 


At  a  cost  of  $9.8  million,  nearly  6.9  million  acres  in  14  West- 
ern States  were  treated  for  grasshoppers.  APHIS  and  other 
Federal  agencies  began  planning  a  5-year  integrated  pest 
management  demonstration  project  to  control 
grasshoppers. 

Three  States,  Alaska,  Wisconsin,  and  Iowa,  advanced  to 
free  status  in  the  program  to  wipe  out  bovine  tuberculosis. 
Twenty-nine  States  and  the  U.S.  Virgin  Islands  are  now  free 
of  turberculosis.  In  the  brucellosis  program,  West  Virginia, 
New  Jersey,  and  Puerto  Rico  achieved  free  status.  Twenty- 
three  States  as  well  as  Puerto  Rico  and  the  U.S.  Virgin 
Islands  are  now  free  of  brucellosis. 


International  APHIS  received  a  green  light  to  advance  screwworm  eradi- 

Programs  cation  into  Central  America.  The  Mexico-U.S.  Screwworm 

Advanced  Commission  is  currently  negotiating  programs  in  Guatem- 

ala and  Belize.  Meanwhile,  a  sterile  fly  barrier  is  maintained 
at  the  Isthmus  of  Tehuantepec  in  Mexico.  Eradication 
efforts  continue  in  the  Yucatan. 


APHIS 

Programs 

Strengthened 


Progress  was  made  toward  implementing  a  project  to  erad- 
icate the  Mediterranean  fruit  fly  in  Central  America  and 
Panama.  This  will  be  a  cooperative  undertaking  with  the 
Food  and  Agriculture  Organization  (FAO)  of  the  United 
Nations  and  various  governments. 

An  agreement  was  reached  with  the  People's  Republic  of 
China  (PRC)  that  permits  new  trade  in  livestock  germ 
plasm.  The  PRC  agreed  to  accept  U.S.  cattle  semen  and 
embryo  exports  while  APHIS  agreed  to  accept  live  U.S.  cat- 
tle, swine,  and  poultry. 

Under  a  cooperative  U.S.-U.S.S.R.  agricultural  agreement, 
APHIS  officials  visited  the  Soviet  Union  to  exchange  infor- 
mation on  biological  control  of  plant  pests. 

Some  1 7,000  tons  of  flower  bulbs  from  The  Netherlands 
were  precleared  for  export  here,  with  Dutch  producers 
defraying  inspection  and  certification  costs. 

The  boll  weevil  has  been  eliminated  as  an  economic  pest  in 
the  Carolinas.  An  eradication  zone  is  free  of  the  pest  except 
for  annual  reinvasion  from  infested  areas  to  the  south. 


Federal  Grain  Inspection  Service 


Grain  Quality  Increased  attention  to  export  grain  quality  and  the  18- 

Legislation  percent  decline  in  U.S.  grain  exports  led  to  enactment  of 

Enacted  legislation  to  improve  the  quality  of  U.S.  grain.  The  Grain 

Quality  Improvement  Act  of  1986,  which  becomes  effective 
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Revenue 
Decreased 


Fee  Adjustment 
Considered 


May  1,  1987,  with  exceptions  for  current  trade  practices, 
prohibits:  (1)  dockage  or  foreign  material  once  removed 
from  grain  from  being  recombined  with  any  grain,  (2)  dock- 
age or  foreign  material  from  being  added  to  grain,  and  (3) 
reintroduction  of  dust  to  grain  once  removed. 

The  Department  is  also  directed  to  publish  a  final  rule  on 
levels  of  insect  infestation  in  grain,  conduct  studies  of  pre- 
miums for  high-quality  grain  and  uniform  end-use  value 
tests,  and  publish  the  optimal  grain-grading  proposal. 

The  revenue  shortfall  of  the  Federal  Grain  Inspection  Ser- 
vice (FGIS)  is  directly  related  to  declining  grain  exports. 
Under  consideration  are  ways  to  reduce  administrative 
support  costs  by  consolidation  of  activities  and  elimination 
of  duplication,  where  appropriate.  Increases  in  fees  are  a 
last  resort  to  recover  costs. 

Additional  costs  for  the  new  Federal  Employee  Retirement 
System,  health  benefits,  and  inflationary  salary  and  related 
adjustments  could  increase  FGIS'  obligations  by  $4  million. 
These  financial  realities  present  serious  problems  in  the 
management  of  the  FGIS  program. 

During  fiscal  year  1986,  FGIS  considered  an  increase  in 
fees  under  the  Agricultural  Marketing  Act  of  1946  (AMA) 
and  the  U.S.  Grain  Standards  Act  because  declining  grain 
exports  sharply  reduced  its  revenues.  However,  the  AMA 
fee  proposal  was  withdrawn  because  of  an  increase  in 
AMA  inspection  activities  in  the  closing  months  of  the  fiscal 
year.  A  proposal  to  increase  fees  under  the  act  was  pub- 
lished. Comments  on  the  proposal  have  been  considered 
and  current  revenue  data  evaluated. 


Costs  have  exceeded  revenue  despite  stringent  cost- 
cutting  measures.  As  a  result,  it  will  be  necessary  to 
increase  fees  in  fiscal  year  1987. 

Fees  Invested         FGIS  is  authorized  tc  invest  its  retained  earnings  and  any 
late  payments  penalties  in  interest-bearing  accounts.  FGIS 
invested  in  Treasury  bills  and  collected  $457,663  in  interest 
on  roughly  $5  million,  which  was  added  to  its  revenue  and 
retained  earning  for  fiscal  year  1986. 

Foreign  FGIS  received  42  formal  and  informal  quality  complaints 

Complaints  and  3  informal  quantity  complaints  in  1986,  compared  to  71 

Received  quality  and  3  quantity  complaints  in  1985.  In  1986,  the  ton- 

nage involved  in  foreign  complaints  represented  1.84  per- 
cent by  weight  of  the  total  tonnage  exported,  compared  to 
2.15  percent  in  1985.  None  of  the  complaints  were  deemed 
valid  in  1986;  that  is,  no  errors  or  incorrect  procedures  at 
the  time  of  the  original  inspection  could  be  identified. 
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National 
Technical 
Center  Opened 


The  FGIS  National  Technical  Center  was  opened  in  Kansas 
City,  Missouri,  to  provide  an  efficient  and  effective  labora- 
tory layout.  It  houses  the  standardization  division,  the  qual- 
ity control  and  testing  branch,  the  board  of  appeals  and 
review,  and  the  statistical  branch  of  the  Agricultural 
Marketing  Service. 


Food  Safety  and  Inspection  Service 


Meat,  Poultry 
Inspected 


Discretionary 

Authority 

Granted 


Methods  Made 
More  Efficient, 
Effective 


Food  Safety  and  Inspection  Service  (FSIS)  inspectors  and 
veterinarians  (8,100  of  them  in  7,300  meat  and  poultry 
slaughtering  and  processing  plants)  inspected  120  million 
head  of  livestock,  5  billion  birds,  and  120  billion  pounds  of 
processed  products.  FSIS  inspectors  also  inspected  2.5  bil- 
lion pounds  of  imported  meat  products. 

In  October,  Congress  granted  FSIS  authority  to  inspect 
meat  processing  plants  on  a  discretional  rather  than  daily 
basis.  Authority  already  exists  for  the  establishment  of  this 
system  in  the  poultry  industry.  Now  discretionary  inspection 
may  be  introduced  in  the  meat  and  poultry  industries  at  the 
same  time.  This  program  will  enable  FSIS  to  tailor  a  plant's 
inspection  program  and  base  it  on  the  past  performance  of 
plant  management,  as  well  as  on  the  health  or  economic 
risks  inherent  in  a  plant's  specific  operation. 

FSIS  continued  to  update  its  inspection  program  with  an 
emphasis  on  more  effective  and  efficient  inspection  sys- 
tems. Over  525  processing  plants  are  now  operating  under 
a  cooperative  total  quality  control  (TQC)  inspection  system. 
Under  TQC,  FSIS  inspectors  monitor  the  quality  control 
system  operated  by  a  plant  to  help  ensure  the  safety  and 
wholesomeness  of  products  produced. 

Another  streamlined  inspection  system  was  introduced  into 
poultry  slaughter  plants  in  January.  Under  the  system,  FSIS 
inspector  will  again  rely  on  plant-operated  quality  control 
programs  to  help  in  decisions  about  wholesomeness  of  the 
birds  they  are  inspecting.  This  system  will  have  a  major 
impact  on  poultry  production  because  it  allows  for  more 
efficient  inspection  while  at  the  same  time  maintaining  pre- 
cise quality  control  measures.  Pilot  programs  are  to  deter- 
mine the  feasibility  of  implementing  a  similar  program  for 
cattle  and  swine. 


Response  FSIS  has  responded  to  each  recommendation  contained  in 

Issued  To  the  National  Academy  of  Sciences  (NAS)  study  of  the  Fed- 

NAS  Report  eral  meat  and  poultry  inspection  program  that  was  issued 

last  year.  FSIS  has  incorporated  a  number  of  the  NAS 
recommendations  into  its  long-range  planning,  including: 
(1)  a  requirement  that  records  be  maintained  on  the  owner- 
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ship  of  all  swine  for  30  days  preceding  slaughter  to  trace 
animals  with  violative  residues  to  their  source,  (2)  improve- 
ment in  the  coordination  between  testing  for  residue  con- 
tamination and  regulatory  enforcement,  (3)  a  diagnosis  pro- 
gram to  develop  disease  incidence  data,  and  (4)  an 
evaluation  of  procedures  for  slaughter,  dressing,  and  pro- 
cessing to  aid  in  the  control  of  contamination. 

Heptachlor  FSIS  began  a  testing  program  to  protect  consumers  from 

Testing  Begun       the  pesticide  heptachlor  found  in  meat  and  poultry  in 

Arkansas,  Missouri,  and  Oklahoma.  It  was  suspected  that 
the  heptachlor  entered  the  food  supply  through  feed  supp- 
lies to  dairy  farmers  that  illegally  contained  seed  treated 
.-  „  with  the  pesticide.  As  a  result  of  this  incident,  FSIS  is  parti- 

ciin  a  special  task  force,  along  with  the  Food  and  Drug 
Administration  and  the  Environmental  Protection  Agency,  to 
find  ways  to  prevent  further  illegal  diversion  of  pesticide- 
treated  seed  to  animal  feed. 

Imports  Tested       In  the  wake  of  the  nuclear  accident  at  Chernobyl  in  the 
For  Radiation  Soviet  Union,  FSIS  implemented  a  radiation  monitoring 

program  for  products  imported  from  countries  that  may 
have  been  contaminated  by  nuclear  fallout.  FSIS  is  tracking 
ground  contamination  levels  in  several  foreign  countries.  It 
is  also  testing  meat  and  poultry  products  for  radiation  after 
they  enter  the  United  States. 

Enforcement  Violations  of  Federal  inspection  regulations  by  meat  and 

Actions  Taken        poultry  slaughter  and  processing  companies  resulted  in  30 
criminal  prosecutions.  FSIS  also  took  administrative  mea- 
sures that  resulted  in  withdrawl  of  Federal  inspection  serv- 
ices from  12  firms. 


Office  of  Transportation 


OT  Represented 
Agriculture 
At  ICC 


The  Office  of  Transportation  (OT)  filed  with  the  Interstate 
Commerce  Commission  (ICC)  to  (1)  retain  certain  motor 
carrier  reporting  requirements,  (2)  advise  the  ICC  on  the 
impact  of  the  motor  carrier  insurance  crisis,  (3)  obtain  rate 
decreases  when  carrier  costs  decline,  (4)  obtain  the  proper 
degree  of  disclosure  of  shipper/carrier  contracts,  and  (5) 
maintain  regulation  of  demurrage  rules  to  prevent 
discrimination. 


Transportation        OT  sponsored  conferences  in  Fresno,  California,  and  St. 
Conferences  Louis,  Missouri,  to  provide  shippers,  receivers,  and  expor- 

Held  ters,  and  State  agricultural  and  transportation  officials  with 

a  better  understanding  of  USDA's  role  in  transportation. 
Presentations  included  discussions  of  legislative  impact  on 
agricultural  and  rural  areas  and  transportation  considera- 
tions in  exporting  agricultural  commodities. 
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Drought  During  the  severe  drought  in  the  spring  and  summer,  OT 

Assistance  maintained  a  drought  assistance  hotline  and  coordinated 

Provided  communications  between  major  rail  and  motor  carriers  and 

State  departments  of  agriculture.  Over  100,000  tons  of 
donated  hay  were  transported  free  of  charge  to  drought- 
stricken  farmers.  The  cost  savings  to  the  farmers  is  esti- 
mated to  be  $7-$10  million. 

"Access  Rural        As  a  part  of  the  new  initiative,  "Access  Rural  America,"  OT 
America"  completed  a  multistate  study  of  rural  road  and  bridge 

Launched  finance  options  for  local  government  officials.  It  also  pub- 

lished Financing  Rural  Roads  and  Bridges  in  the  Midwest. 
OT  assisted  shippers  and  a  local  economic  development 
agency  in  Itawamba  County,  Miss.,  in  retaining  rail  service 
by  purchasing  and  operating  a  24-mile  rail  line  scheduled 
for  abandonment. 


U.S.-Mexico 
Trade  Relations 
Improved 


Caribbean 
Basin  Initiative 
Supported 


Central 
American 
Ports  Studied 


Working  with  officials  of  the  Mexican  national  railway  and 
U.S.  railroads,  the  OT  border  coordinator  has  developed  a 
cooperative  working  relationship  and  facilitated  trade.  A 
reduction  in  turnaround  time  for  rail  cars  from  Mexico  to  a 
nominal  15  days  has  reduced  costs  for  both  sides.  The 
reduction  of  time  for  the  inspection  of  U.S.  grain  awaiting 
Mexican  clearance  has  permitted  more  cars  to  be  cleared 
for  crossing.  OT  also  helped  arrange  for  over  12,000  truck- 
loads  of  Mexican  sorghum  to  be  shipped  from  Tamaulipas, 
where  there  is  inadequate  storage,  to  the  Public  Elevator  at 
Brownsville,  Texas,  for  reshipment  to  ports  in  Mexico. 

OT  participated  in  an  agribusiness-sponsored  workshop  in 
Miami,  Fla.,  on  the  proper  methods  of  packaging,  handling, 
and  transportation  of  perishables.  It  also  participated  in  the 
discussions  of  a  Department  of  Transportation /CBI  working 
group  geared  to  initiate  action  on  issues  that  block  CBI 
objectives.  OT  officials  also  drafted  a  handbook  on  trans- 
port and  handling  requirements  for  tropical  and  exotic  fruits 
and  vegetables.  This  is  designed  to  promote  trade  in  tropi- 
cal agricultural  proucts  during  winter  months,  which,  in 
turn,  should  stimulate  sales  of  U.S.  farm  and  processing 
equipment,  fertilizers,  and  packaging  materials. 

OT  conducted  port  grain-handling  studies  in  three  Central 
American  countries.  At  Puerto  Cortes,  Honduras,  OT  found 
that  local  millers  could  save  approximately  a  million  dollars 
a  year  and  USDA  could  save  $200,000  a  year  in  ocean 
freight  differential  payments  if  storage  facilities  were 
constructed. 


EEC  Trade  OT  implemented  treaty  regulations  of  the  United  Nations 

Relations  Economic  Commission  for  Europe  (ECE)  Agreement  which 

Enhanced  will  allow  U.S.  exporters  to  market  refrigerated  food  pro- 

ducts more  readily  in  European  Economic  Community 
(EEC)  nations.  OT  also  implemented  a  program  to  certify 
American  manufactured  refrigerated  trailers  and  containers 
for  sale  or  lease  in  the  EEC. 
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Dairy  OT  developed  an  educational  program  which  includes 

Program  seminars  on  livestock  shipping  and  "Transportation  Fact 

Promoted  Sheets"  for  shippers  to  resolve  transportation  problems 

arising  from  the  Dairy  Termination  Program 


Packers  and  Stockyards 
Administration 


Clear  Title  Regulations  were  adopted  to  implement  State  central  filing 

Regulations  systems  under  the  "clear  title"  provisions  of  the  1985  Farm 

Were  Adopted  Security  Act.  Lien  notifications  systems  were  approved  for 
Idaho,  Mississippi,  Montana,  Oregon,  and  Utah.  Basically, 
the  law.  permits  buyers  to  take  clear  title  to  farm  products, 
just  as  with  other  products  under  the  Uniform  Commercial 
Code,  unless  they  receive  notice  that  a  lien  exists. 

Packers  Paid  Owners  of  an  Iowa  firm  were  ordered  to  pay  $50,000  for 

Penalties  bribing  employees  of  Missouri  and  Nebraska  packers  in  the 

For  Bribery  sale  of  their  products.  A  California  packer  was  ordered  to 

pay  $50,000  for  bribing  employees  of  food  firms  in  Hawaii 
to  purchase  meat.  A  New  Jersey  packer  paid  $85,000  to 
settle  charges  of  bribing  meat-buying  employees  of  two 
grocery  chains. 

Meat  Weight  Arizona  packers  paid  $25,000  to  settle  charges  of  altering 

Frauds  weights  of  livestock  carcasses  sold  to  chain  store  custo- 

Penalized  mers.  A  Pennsylvania  packer  agreed  to  pay  $20,000  to  set- 

tle charges  of  fraudulently  increasing  the  weight  of  meat 
sold  to  schools,  hospitals,  hotels,  restaurants,  and  other 
customers,  and  bribing  the  institutions'  employees  to  gain 
preference. 

Meat  Packers         A  total  of  1 9  new  statutory  trust  cases  were  filed  to  provide 
Paid  help  to  those  who  sold  livestock  to  meat  packers  on  a  cash 

$1.4  Million  basis  but  were  not  paid.  Packers  paid  $1.4  million  to  sellers 

under  the  trust  provisions  in  1986.  Unpaid  livestock  sellers 
have  received  $29.5  million  from  packers  under  the  trust 
provisions  since  Congress  approved  them  in  1976. 

$10,000  Paid  The  owner  of  a  Virginia  packing  firm  paid  $1 0,000  to  settle 

charges  of  making  illegal  advertising  and  shelf  stocking 
allowances  to  preferred  customers. 

Pay  Delay  A  Nebraska  packer  was  ordered  to  stop  using  a  remote 

Practices  bank  account  to  delay  collection  on  its  checks  for  slaughter 

Halted  livestock.  This  was  the  first  litigated  case  of  this  issue  since 

Congress  outlawed  the  practice  in  1976.  Six  livestock 
dealers  agreed  to  28-  to  45-day  suspensions  to  settle 
charges  of  delaying  mailing  of  checks  in  payment  for  cattle 
bought  at  auctions  in  Louisiana  and  Mississippi.  One  also 
agreed  to  pay  a  $5,000  penalty.  Four  other  dealers  in 
separate  cases  were  suspended  for  21  -28  days  on  slow 
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pay  charges.  Packers  in  Texas  and  Mississippi  paid 
$11,800  to  settle  charges  of  delaying  payment,  sometimes 
by  the  use  of  drafts  without  permission. 

Check  Kiting  Gains  were  achieved  in  fighting  the  practice  of  trading  or 

Schemes  Were       "kiting"  checks  with  others  to  create  a  false  bank  balance, 
Penalized  a  practice  that  endangers  payment  to  livestock  sellers  and 

often  seriously  damages  the  banks  involved.  During  the 
year,  two  dealers  who  operate  throughout  the  Rocky 
MounStates  and  Idaho  were  suspended  for  6  months  for 
kitchecks  plus  other  financial  violations.  Another  6-month 
suspension  is  on  appeal.  The  officers  of  three  Arkansas 
auctions  were  suspended  for  5  years  for  check  kiting  and 
other  financial  violations.  A  Missouri  man  agreed  to  an 
order  barring  him  from  the  livestock  dealer  business  for  10 
years.  A  fellow  respondent  in  Tennessee  accepted  a  6- 
month  suspension  and  a  $50,000  penalty,  while  a  third  was 
suspended  for  24  months. 


Failure-to-Pay 
Actions  Pushed 


A  new  severe  sanction  policy  for  failure  to  pay  for  livestock 
resulted  in  20  suspensions  for  up  to  10  years  and  penalties 
up  to  $100,000.  Many  suspensions  may  be  greatly 
decreased  provided  full  restitution  is  made.  Two  packers 
paid  $6,500  to  settle  charges  of  failing  to  pay  for  meat  and 
carcasses.  Thirty  cases  are  pending. 


Price,  Weight 
Fraud  Schemes 
Fight  Continued 


False  Weight  Four  livestock  dealers  were  suspended  for  90  days  to  a 

Violators  year  and  paid  from  $1 ,000-$20,000  to  settle  charges  of 

Suspended  improper  weighing  of  livestock.  A  New  Jersey  packer  was 

ordered  to  pay  $10,000  for  false  weighing  and  using  an 
inaccurate  scale.  Four  dealers  are  appealing  orders  sus- 
pending them  from  for  3-9  months  and  requiring  them  to 
pay  $10,000  in  penalties.  Seven  cases  are  pending. 

Efforts  continued  to  combat  fraudulent  price  and  weight 
increases  on  cattle  bought  on  an  agency  basis  for  feedlot 
operators.  An  Illinois  dealer  was  suspended  for  8  months 
and  ordered  to  pay  $10,000  for  fraudulently  increasing 
weights  and  overcharging  for  cattle.  A  New  York  dealer 
was  suspended  6  months  and  ordered  to  pay  $5,000  for 
increasing  weights  and  prices  of  veal  calves  bought  for 
packers.  Nine  other  dealers  were  suspended  from  4  months 
to  3  years  for  the  same  practices.  Eight  similar  cases  are 
pending. 

Financial  Through  shortened  procedures  and  other  innovations,  a 

Stability  record  number  of  new  cases  were  initiated  or  completed  in 

Gains  Made  programs  intended  to  strengthen  financial  stability  and 

payment  protection^  in  the  livestock,  meat,  and  poultry 
industries.  A  total  of  22  auction  market  operators  were  sus- 
pended and  paid  civil  penalties  up  to  $25,000  for  misusing 
or  having  shortages  in  their  custodial  accounts.  Six  were 
reinstated  after  correcting  their  shortages.  Twenty  cases 
are  pending. 
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Bond  Violation 
Actions  Showed 
Big  Increase 


Drug  Residue 
Violator  Paid 
$5,000  Penalty 


Actions  against  dealers,  market  agents,  and  packers  doing 
business  without  a  bond  or  with  an  inadequate  bond  also 
showed  a  dramatic  increase.  There  were  35  suspensions 
imposed  with  penalties  up  to  $4,000.  Six  were  reinstated 
after  obtaining  bonds.  Another  27  obtained  the  required 
bond  after  charges  were  filed,  and  agreed  to  cease  and 
desist  orders  plus  civil  penalties  ranging  from  $350  to 
$4,000.  Fifty  bonding  cases  are  pending. 

In  the  first  litigated  case  of  its  kind,  a  California  dealer  was 
ordered  to  pay  $5,000  for  falsely  certifying  that  veal  calves 
sold  to  a  packer  were  free  of  illegal  drug  residues.  Another 
dealer  paid  a  $4,000  penalty  to  settle  similar  charges.  These 
cases  involved  cooperation  between  the  Packers  and 
Stockyards  Administration  and  the  Food  Safety  and  Inspec- 
tion Service. 
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Small  Communities  and 
Rural  Development 


Farmers  Home  Administration 


Mission 
Outlined 


Agency 

Mandate 

Shifted 


Loan 

Guarantees 

Pushed 


Farm 

Borrowers 

Aided 


The  Farmers  Home  Administration  (FmHA)  continued  to 
serve  as  the  Federal  government's  principal  credit  agency 
for  agriculture  and  rural  development,  providing  direct 
and/or  guaranteed  loans  for  farm  capital  investment  and 
operation,  rural  housing,  community  facilities,  business  and 
industry.  In  this  role,  it  remained  the  lender  of  last  resort, 
providing  credit  to  borrowers  unable  to  obtain  credit  on 
conventional  commercial  terms. 

FmHA  continued  its  shift  in  emphasis  away  from  long-term 
direct  lending  and  toward  shorter  term  guaranteed  lending. 
Obligations  for  fiscal  year  1986  were  as  follows:  direct  farm 
ownership  loans,  $371,388,515;  direct  operating  loans, 
$2,203,178,432;  guaranteed  farm  ownership  loans, 
$192,018,026;  guaranteed  operating  loans,  $1,367,286,737. 
Allocations  for  fiscal  year  1987  are  as  follows:  direct  farm 
ownership  loans,  $75  million;  direct  farm  operating  loans, 
$1,425,000,000;  guaranteed  farm  ownership  loans, 
$325,000,000,  and  guaranteed  operating  loans, 
$2,170,000,000. 

FmHA  has  vigorously  pursued  the  program  "Operation 
Assist."  In  cases  where  allocations  of  direct  loan  funds 
have  been  exhausted  in  a  given  State,  special  help  is  pro- 
vided borrowers  who  wish  to  convert  to  guaranteed  loans. 
During  fiscal  year  1986,  536  insured  loan  applicants  were 
shifted  to  guaranteed  loans  totaling  $41,790,132,  an  initial 
response  auguring  well  for  the  program  in  1987. 

Also  giving  impetus  to  the  guaranteed  loan  program  was 
the  interest  buydown  initiative  whereby  FmHA  will  match, 
up  to  2  percent,  any  interest  break  which  a  private  lender 
gives  a  guaranteed  borrower  below  prevailing  rates,  giving 
the  borrower  a  break  of  up  to  4  percentage  points.  During 
fiscal  year  1986, 1,574  loans  totaling  $169  million,  of  which 
415  were  existing  guaranteed  loans  and  1,159  were  newly 
guaranteed  loans,  had  interest  rates  reduced  by  a  total  of 
some  $9.5  million. 

For  the  second  consecutive  year,  more  than  98  percent  of 
the  agency's  274,000  farm  borrowers  were  able  to  stay  in 
operation  in  1986,  despite  a  generally  depressed  agricultu- 
ral economy.  FmHA  provided  special  servicing  assistance 
such  as  deferrals,  rescheduling,  loan  consolidations,  and 
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refinancings  at  more  favorable  interest  rates  to  98,500  bor- 
rowers who  otherwise  might  not  have  been  able  to  remain 
in  business. 

Emergency  By  the  end  of  fiscal  year  1 986, 1 ,546  counties  in  47  States 

Loans  had  become  eligible  for  FmHA  emergency  loans,  chiefly  as 

Provided  a  result  of  the  dorught  affecting  the  Southeast.  Also,  during 

the  year,  5,584  low-interest  emergency  loans  were  made. 
They  totaled  $218  million.  The  bulk  represented  disasters 
prior  to  1986  because  of  the  substantial  lead  time  between 
a  farmer's  loss  and  the  need  to  finance  subsequent 
plantings. 

With  respect  to  1986  losses,  the  Congress  enacted  legisla- 
tion diverting  $400  million  in  emergency  loan  appropria- 
tions for  disaster  payments  through  the  Agricultural  Stabili- 
zation and  Conservation  Service.  It  also  instructed  FmHA  to 
reduce  interest  rates  on  its  emergency  loans. 

Asset  Sales  FmHA  was  one  of  the  first  Federal  agencies  to  gear  up  for 

Initiated  the  Administration's  program  to  dispose  of  certain  govern- 

ment assets  through  private  financial  markets. 

Working  with  its  financial  consultant,  the  agency  was  posi- 
tioned to  proceed  when,  late  in  1986,  the  Congress  enacted 
legislation  requiring  sale  of  obligations  from  the  Rural 
Development  Insurance  Fund  to  net  $1  billion  in  1987,  $552 
million  in  1988,  and  $547  million  in  1989.  The  same  legisla- 
tion also  called  for  sale  of  housing  loans  amounting  to 
$1,715  billion  in  1987. 

Interest  Rates         Interest  rates  charged  FmHA  borrowers  declined  substan- 
Dropped  tially  in  many  categories,  in  some  instances  in  amounts 

exceeding  2  percentage  points.  Yearend  differences  in  fis- 
cal year  1985  and  1986  rates  among  major  categories  are 
as  follows:  direct  farm  operating  loans,  10.25  to  8.25;  and 
both  rural  home  ownership  and  rural  rental  housing,  10.625 
to  9.50. 

Key  Programs        Other  activity  included  loans  of  approximately  $1 .2  billion 
Totalled  for  single  family  housing  and  $652  million  for  rental  units, 

benefiting  51,000  low-  and  moderate-income  rural  families, 
plus  loans  and  grants  of  $445  million  for  rural  water  and 
waste  disposal  facilities  and  $96  million  for  other  commun- 
ity facilities.  In  fiscal  year  1986,  FmHA  made  121,491  loans 
and  grants  amounting  to  a  total  of  $7  billion. 
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Federal  Crop  Insurance  Corporation 


Private  The  sales  and  service  (master  marketers)  contract  and  a 

Systems  new  reinsurance  treaty  were  revised  by  the  Federal  Crop 

Emphasized  Insurance  Corporation  (FCIC)  to  recognize  growth  of  the 

crop  insurance  business  among  responsible  private  insu- 
rance delivery  systems  and  to  assure  greater  integrity  in 
sales  and  operations  through  quality  control.  These  con- 
tracts included  improvements  in  compliance  review  struc- 
tures and  in  program  administration. 

Continuing  a  pattern  of  recent  years,  about  80  percent  of 
the  1986  book  of  business  was  represented  by  FCIC  rein- 
surance of  multiple-peril  crop  insurance  policies  written  on 
commercial  paper. 

Program  In  1987,  FCIC  will  provide  crop  insurance  on  43  crops  in 

Expanded  more  than  19,000  counties,  including  newly  added  county 

crop  programs  and  one  new  crop  (safflower). 

FCIC  now  provides  universal  crop  coverage  for  barley, 
corn,  cotton,  grain  sorghum,  oats,  rice,  soybeans,  tobacco, 
and  wheat.  Coverage  is  available  anywhere  that  these 
crops  are  recognized  as  viable  farming  enterprises. 

In  1986,  FCIC  also  made  available  a  prevented-planting 
insurance  endorsement  for  all  ASCS  program  crops. 

FCIC  Focused        FCIC  used  the  Actual  Production  History  (APH)  Program  to 
On  Actual  determine  coverages  on  all  crops  not  previously  included 

History  in  an  individual  yield  guarantee  program  and  not  included 

in  the  grower  yield  certification  (GYC)  plan  used  for  spe- 
cialty crops. 

In  an  effort  to  ease  the  transition  to  APH  from  coverages 
based  on  county  averages,  FCIC  now  permits  producers  to 
delay  submission  of  production  records  to  the  corporation 
until  after  the  close  of  the  normal  marketing  season. 

Farmers  now  have  until  90  days  before  the  policy  cancella- 
tion date  to  submit  records  for  the  APH  program.  If  records 
are  not  furnished,  a  guarantee  is  established  based  on  the 
transitional  (T  -)  yield  previously  assigned  and  any  pro- 
ducer records  on  file. 

Automation  Plans  to  acquire  microcomputers  to  increase  productivity 

Continued  were  implemented.  The  corporation  will  be  using  micro- 

computers to  automate  statistical  analyses  and  projections, 
project  management,  and  financial  management. 

Sales  agents  also  will  use  microcomputers  with  risk  man- 
agement models  developed  by  FCIC  and  designed  to  aid 
farmers  in  decisions  about  crop  insurance. 
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To  improve  service,  a  program  to  require  reporting  by 
computer,  one  similar  to  that  which  exists  in  the  reinsured 
multi-peril  sector,  is  being  developed  for  master  marketers. 


Rural  Electrification  Administration 


Electric  Loans,       The  Rural  Electrification  Administration  (REA)  approved 
Guarantees  167  loans  during  fiscal  year  1986  to  furnish  electric  service 

Approved  in  rural  areas.  These  loans  totaled  $652  million.  REA  also 

approved  loan  guarantees  for  generation  and  transmission 
projects  of  nearly  $1.2  billion.  At  yearend,  the  total  amount 
of  financing  outstanding  to  electric  borrowers  was  more 
than  $33  billion. 

Loans  To  extend  telephone  service  in  rural  areas,  REA  approved 

Approved  80  loans  totaling  $1 83  million  during  fiscal  year  1 986. 

The  Rural  Telephone  Bank  approved  56  loans  totaling 
$128  million. 

At  yearend,  the  total  amount  of  financing  outstanding  for 
rural  telephone  service  was  $4.9  billion.  The  Government 
currently  holds  $460  million  dollars'  worth  of  Class  A  stock. 

More  Audits  REA  completed  690  audits  of  borrowers'  loans  during  fiscal 

Completed  year  1 986,  an  increase  of  1 2  percent  over  these  completed 

during  fiscal  year  1985.  REA's  goal  is  to  audit  each  bor- 
rower once  every  2  years. 

Loan  REA  received  loan  applications  for  $873  million  from  elec- 

Applications  trie  borrowers  during  1986,  up  from  $538  million  in  the  pre- 

Increased  vious  year.  Applications  for  telephone  loans  increased  from 

$327  million  in  fiscal  year  1985  to  $353  million  in  fiscal  year 

1986. 


More  Energy 
Sold 


Electric  Rates, 
Usage  Rose 


Revenues 
Increased 


Total  energy  sold  by  electric  borrowers  in  1985  was  169 
million  megawatthours,  an  increase  of  2.3  percent  over  the 
previous  year's  total. 

Retail  rates  for  consumers  averaged  7.3  cents  per 
killowatthour  (kWh)  in  1985,  approximately  2.5  percent 
higher  than  the  1984  figure.  Average  usage  per  consumer 
rose  to  1,360  kWh  per  month,  continuing  a  trend  toward 
higher  usage.  Average  residential  usage  was  906  kWh. 
comparable  to  1981  usage. 

Average  operating  revenues  increased  for  telephone  bor- 
rowers form  $613  per  subscriber  in  1984  to  $649  in  1985. 
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Finances,  Electric  distribution  borrowers  produced  composite  net 

Equity  margins  (income)  of  $81 9  million  for  fiscal  year  1 985;  equity 

Improved  rose  from  33.6  percent  in  1984  to  35.8  percent.  However, 

33  borrowers  reported  deficits  in  net  margins. 

REA  Debt  REA  debt  as  a  percentage  of  total  debt  decreased  from 

Decreased  79.7  percent  in  1984  to  78.9  percent  in  1985.  Interest  aver- 

age debt  for  borrowers  increased  from  5.07  percent  to  5.27 
percent. 
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Food  and 
Consumer  Services 


Food  and  Nutrition  Service 


Commodities 
Helped  School 
Children,  Needy 


Food  Stamp 

Management 

Improved 


Complaints 

Handled 

Promptly 


Collections 
Improved 

FNS  Efficiency 
Improved 


The  Department  has  been  distributing  over  2  billion 
dollars'  worth  of  commodities  annually,  including  1  billion 
dollars  worth  of  surplus  farm  products.  This  effort  helps 
farmers  and  needy  Americans.  The  Food  and  Nutrition 
Service  (FNS)  is  striving  to  improve  the  quality  and  distribu- 
tion of  commodities  through  better  nutrition  information, 
product  specifications,  and  distribution  methods.  In  addi- 
tion, the  agency  provided  special  allocations  of  flour  to 
schools  and  institutions  in  ways  that  avoid  displacement  of 
commercial  sales. 

FNS  continues  to  improve  Food  Stamp  Program  manage- 
ment through  Operation  Awareness  by  publicizing  efficient 
State  management  efforts.  The  focus  in  1986  was  at  the 
local  level. 

FNS  significantly  streamlined  the  processing  of  civil  rights 
complaints  filed  by  applicants  or  participants  in  its  program 
(primarily  in  reference  to  Food  Stamp  Program).  Under  new 
procedures,  processing  time  is  reduced  and  complainants 
receive  more  timely  responses  Furthermore,  the  agency  is 
maximizing  limited  staff  resources  and  has  reduced  travel 
costs. 

The  Agency  collected  $27  million  in  fiscal  year  1986.  Funds 
owed  FNS  were  at  an  all-time  low  of  $15  million. 

Since  1 981 ,  the  size  of  the  Food  and  Nutrition  Service  has 
been  reduced  27  percent  while  servicing  two  new  pro- 
grams and  improving  integrity  and  efficiency  in  all  program 
areas. 


Human  Nutrition  Information  Service 


Nutrient  Content 
Of  Beef  Revised 


The  revised  "Composition  of  Foods,"  Agriculture  Handbook 
No.  8-13  on  beef  products,  was  published.  These  data  are 
critical  to  the  meat  industry  as  they  begin  to  market  beef  to 
a  public  increasingly  conscious  of  nutritional  attributes  of 
foods.  Also  published  was  the  section  on  beverages 
(AH  8-14). 
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Nutrient  Data 
File  Released 


Dietary 

Changes 

Analyzed 


Biennial  Survey 
Initiated 


Dietary 

Guidelines 

Promoted 


Cost  of  Food 
At  Home 
Published 


Nutrients  in 
Food  Supply 
Estimated 


A  computerized  data  file  of  the  content  of  27  food 
components  in  each  of  4,700  foods  was  compiled  by 
agency  scientists  and  released  for  use  by  researchers  and 
others  in  calculating  the  nutrient  content  of  diets.  Data  on 
other  food  components  of  nutritional  interest— Omega  3 
fatty  acids,  vitamin  K,  and  sugar— were  released. 

Surveys  in  1985  and  1986  of  national  samples  of  women 
and  young  children  provided  evidence  of  dietary  change 
since  the  last  large  decennial  Nationwide  Food  Consump- 
tion Survey  of  1977-78.  Analysis  of  1985  data  to  identify 
factors  affecting  food  consumption  and  dietary  levels  was 
initiated  with  eight  research  teams  in  six  universities. 

The  Nationwide  Food  Consumption  Survey,  1987-88,  was 
planned,  with  data  collection  scheduled  to  begin  in  April 
1987.  Plans  incorporate  improved  methodologies  and 
coordination  with  the  Department  of  Health  and  Human 
Services'  National  Health  and  Nutrition  Examination  Sur- 
vey, which  is  to  begin  in  1988. 

A  series  of  seven  short  bulletins  was  published  to  guide 
individuals  in  putting  the  "Dietary  Guidelines"  into  practice. 
The  format  of  the  bulletins  reflected  findings  from  USDA- 
sponsored  nutrition  education  research. 

The  cost  of  food  in  four  USDA  family  food  plans— thrifty, 
low-cost,  moderate-cost,  and  liberal— was  released 
monthly.  A  bulletin,  "Thrifty  Meals  for  Two,"  was  published 
to  help  older  adults  manage  at  the  cost  level  of  the  thrifty 
food  plan. 

Estimates  of  the  nutrient  content  of  the  1985  food  supply 
were  added  to  the  historical  series  of  annual  estimates, 
beginning  with  1909.  Also,  a  special  study  of  the  nutrient 
content  of  the  Russian  food  supply  was  conducted  with  the 
Central  Intelligence  Agency. 


Office  of  the 
Consumer  Advisor 


Regional  The  Office  of  the  Consumer  Advisor  (OCA)  coordinated  two 

Conferences  major  conferences  of  journalists  on  nutrition  and  food 

Held  safety.  Both  were  conducted  by  the  Department  of  Agri- 

culture and  the  Food  and  Drug  Administration.  The  confer- 
ences in  New  York  City  and  Los  Angeles  were  targeted  to 
food,  health,  science,  and  consumer  journalists  and  other 
information  multipliers  who  provided  guidance  to  the  public 
about  nutrition  and  food  safety. 
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There  are  two  major  objectives  of  the  conferences:  (1)  To 
get  out  sound  information  about  food  safety  and  nutrition 
and  (2)  to  encourage  journalists  to  contact  appropriate 
Government  officials  when  preparing  an  article  or  a  broad- 
cast about  an  issue  with  which  the  Department  or  the  Food 
and  Drug  Administration  is  involved. 

Almost  220  journalists  and  other  information  multipliers 
attended  the  two  conferences.  Attendees  have  the  potential 
to  reach  more  than  150  million  households. 

Conference  attendees  received  updates  on  nutrition,  diet, 
and  health,  food  labeling  and  health  claims;  food  safety; 
biotechnology  and  its  impact  on  the  food  supply;  and  how 
consumers  can  receive  services  and  information  from  the 
Department  of  Agriculture  and  the  Food  and  Drug 
Administration. 

Information  In  addition,  the  consumer  advisor  used  television  inter- 

Provided  views,  articles  written  for  Department  publications,  and 

other  public  forums  to  provide  information  about  food, 
agriculture,  and  Department  consumer  services. 
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Science  and 
Education 

Agricultural  Research  Service 


Summaries 
Made  A  variable 


USDA  Patents        Industry  interest  in  exclusive  Agricultural  Research  Service 
Attracted  (ARS)  patents  grew  as  the  agency  shifted  to  more  aggres- 

Industry  sive  technology  transfer  and  commercial  promotion  of 

agency  inventions.  This  year,  six  major  companies  and 
more  than  300  research  leaders  took  part  in  patent  aware- 
ness sessions  aimed  at  reducing  the  time  between  the 
completion  of  research  and  commercial  application. 

TEXTRAN  is  a  technology  transfer,  automated  retrieval 
system  that  makes  accessible  to  industry  a  computer  bank 
of  more  than  6,000  easy-to-read  summaries  of  the  latest 
ARS  research  on  genetic  engineering,  crop  and  animal 
protection,  biocontrol  of  pests,  human  nutrition,  and  other 
fields. 

Research  to  develop  new  products  from  surplus  agri- 
cultural commodities  were  intensified.  Products  ready  for 
commercial  development  include  a  cornstarch-based, 
semifor  kidney  dialysis  machines,  a  biodegradable  perme- 
able membrane  starch-plastic  mulch,  and  a  cotton  fabric 
that  both  releases  and  absorbs  heat. 

Research  helped  remove  barriers  to  export  sales  of  U.S. 
farm  commodities.  Methyl  bromide  fumigation  of  unshelled 
walnuts  and  apples  prompted  Japan  to  begin  importing 
the  nuts  and  to  consider  importing  apples.  Citrus  dipped  in 
a  chlorine-water  mix  can  now  be  exported  free  of  citrus 
canker.  Ways  to  fumigate  U.S.  grain  aboard  ships  are 
being  improved  and  used  on  other  export  commodities, 
such  as  wood  chips  to  make  paper. 

Boll  Weevil  The  boil  weevil  eradication  program  of  the  Animal  and 

Program  Plant  Health  Inspection  Service,  ARS,  and  cotton 

Expanded  growers— designed  to  put  the  South  off  limits  to  cotton's 

worst  pest— saves  growers  in  the  Carolinas  about  $14  mil- 
lion a  year.  Alabama  growers  have  approved  the  program 
for  their  State,  and  Georgia  and  Florida  are  expected  to 
follow  suit.  Meanwhile,  scientists  are  improving  the  control 
methods  they  developed. 

Nutritionists  Human  nutrition  researchers  found  that  copper  deficiency 

Made  Health  is  implicated  as  a  cause  of  heart  disease;  that  eating  too 

Discoveries  much  sugar  may  undo  the  benefits  of  consuming  less 

chofat,  and  salt;  that  fiber  can  interfere  with  the  body's 
absorption  of  vitamins  and  minerals;  and  that  too  much 
zinc  can  interfere  with  bone  growth. 


Research  Aimed 
At  Surplus 
Commodities 


U.S.  Exports 
Boosted 
By  Research 
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Crop  Germplasm  of  crop  plants  is  "saved  for  a  rainy  day"  at 

Preservation  ARS  repositories  such  as  the  National  Seed  Storage 

Grew  Bigger  Laboratory  in  Fort  Collins,  Colo.  By  the  end  of  1986,  sam- 

ples of  Mexican  wheat,  Philippine  rice,  and  Barbados 
sugarcane  will  join  the  more  than  200,000  accessions  at 
the  laboratory.  With  ARS  techniques  for  cryopreservation 
(long-term  storage  with  liquid  nitrogen),  more  than  two- 
thirds  of  the  seeds  at  the  lab  could  be  stored  at  one-fourth 
current  costs. 


Test  Developed 
For  Livestock 
Killer 


Cotton 
Computer 
Program  Tested 


ARS  scientists  came  up  with  a  new  laboratory  test  for 
heartwater.  This  second  worst  disease  of  African  livestock 
is  now  established  on  three  Caribbean  islands  and  could 
enter  the  United  States  via  ticks.  Diagnosed  cases  can  be 
treated  with  tetracycline,  an  antibiotic. 

Cotton  farmers  can  improve  profits  with  an  ARS  computer 
program  now  being  tested  across  the  South.  COMAX, 
(cotton  management  expert)  simulates  the  growing  season 
and  recommends  ideal  times  to  irrigate,  apply  pesticides, 
fertilize,  and  harvest. 


Agency 

Attracted 

NewPh.D's 


Licenses 
Granted  for 
New  Test 


Progress  Made 

Toward 

Vaccine 


ARS  announced  100  research  associate  positions  for 
1986,  twice  the  number  for  1985.  The  research  associate 
program  is  open  to  recent  Ph.D's  in  expanding  research 
fields  such  as  molecular  biology  and  genetic  engineering. 
Successful  applicants  receive  1-  to  2-year  appointments 
on  projects  involving  work  under  experienced  scientists. 

The  Department  licensed  three  companies  to  sell  a  com- 
mercial version  of  a  rapid  new  ARS  laboratory  test  for 
swine  trichinosis.  The  test,  96  percent  accurate,  can  check 
1,000  blood  samples  an  hour. 

A  vaccine  for  chicken  coccidiosis,  an  infectious  disease 
that  costs  the  poultry  industry  $300  million  a  year,  is  closer 
to  reality.  A  genetically  engineered  antigen  produced  by 
ARS  scientists  and  a  private  firm  will  become  the  basis  for 
the  vaccine. 


Cooperative  State  Research  Service 


CSRS-OGPS  This  year  saw  the  formal  consolidation  of  the  Office  of 

Consolidated         Grants  and  Programs  Systems  (OGPS)  with  the  Coopera- 
tive State  Research  Service  (CSRS).  This  brings  together 
the  majority  of  university-based  research  into  one  organi- 
zation and  one  budget  unit,  although  OGPS  exists  as  a 
separate  entity  within  CSRS. 

Strategic  Plan        A  strategic  plan  has  been  devised  to  assist  CSRS  in  its 
Developed  mission  to  promote  science.  It  is  in  two  parts.  The  first 
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declares  the  mission,  goals,  objectives,  and  action  plans 
that  frame  the  aspirations  of  achievement  for  the  next 
decade.  The  second  contains  the  agency's  working  plans 
for  accomplishing  those  aspirations. 

Reports  Noteworthy  in  the  reports  emanating  from  the  university- 

Published  based  research  system  during  1986  were:  Research  Per- 

spectives, Research  Initiatives,  Research  and  Service, 
University-Based  Forestry  Research,  Employment  Oppor- 
tunities for  College  Graduates  in  the  Food  and  Agricultural 
Sciences,  Health  of  the  U.S.  Colleges  and  Universities, 
Animal  Health  Research  Programs  of  the  Cooperative 
State  Research  Service. 

Honor  Awards        To  recognize  the  importance  of  the  university  component 
Went  to  of  the  U.S.  agricultural  research  system,  the  Department  ol 

Scientists  Agriculture  opened  for  the  first  time  in  1986  its  honor 

awards  to  outstanding  scientists  in  the  universities.  Six 
were  recognized.  In  addition,  the  Administrator  of  CSRS 
received  the  Distinguished  Service  Award  for  leadership  in 
the  administration  of  the  agency  and  the  Office  of  Grants 
and  Programs  Systems. 

New  Plant  Agronomists  at  the  Iowa  Agriculture  and  Home  Economics 

Source  Experiment  Station  have  found  that  Iowa's  climate  and 

Developed  growing  conditions  are  ideal  for  the  production  of  crambe. 

Crambe,  a  bushy,  mustard-like  plant,  has  the  potential  to 
become  an  American  replacement  for  imported  sources  of 
erucic  acid,  essential  to  certain  industrial  processes.  The 
research  has  generated  interest  among  farmers  ready  to 
pioneer  development  of  a  crop  with  a  dependable  market 
and  long-term  guaranteed  price. 

Lignin  Process       Research  at  the  Mississippi  State  University  Forest  Pro- 
Developed  ducts  Laboratory  has  developed  an  oxidative-depoly- 

merization  scheme  that  converts  the  somewhat  intractable 
lignin  molecules  from  biomass  conversion  and  pulping  into 
a  more  reactive  form  that  can  be  used  as  a  starting  material 
to  produce  a  variety  of  industrial  chemicals.  Among  the 
potential  products  is  a  vanallin  used  as  a  food  additive  and 
in  the  manufacture  of  medicine. 


Extension  Service 


Agricultural  More  than  one-third  of  all  Extension  resources  nationwide 

Profits  are  aimed  at  one  target:  enhancing  the  competitiveness 

Targeted  and  profitability  of  American  agriculture.  By  spring  of  1987, 

Extension  will  put  in  place  a  national  strategic  plan  of 
enhancement  for  America's  farmers  and  ranchers. 

Basic  to  the  national  plan  are  multidisciplinary  teams  to 
implement  integrated  system-type  programs  which  can  be 
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tailored  to  individual  farm  or  ranch  needs.  A  number  of 
State  Cooperative  Extension  Services  have  shown  them  to 
be  feasible. 

Integrated  IRM  Extension  educational  programs  now  operate  in  30 

Programs  States.  An  integrated  pilot  project  in  Idaho  is  credited  with 

Implemented  saving  beef  producers  over  $3  million  annually.  Dairy  pro- 

jects in  Vermont  and  Pennsylvania  increased  profits  by  $40 
per  cow. 

Pesticide  costs  under  Extension's  Integrated  Pest  Man- 
agement (IPM)  program  last  year  were  reduced  by  more 
than  $60  million.  Income  was  increased  by  $116  million  as 
a  result  of  IPM  programs  in  27  States. 

An  intensified  soil  testing  program  in  Oklahoma  improved 
profitability  in  wheat  production  and  increased  income  an 
estimated  $18  million  annually,  or  an  average  of  $18  per 
acre. 

Alternate  A  new  national  priority  is  alternative  agricultural  opportuni- 

Opportunities         ties.  Ranchers  in  19  Texas  counties  increased  annual 
Emphasized  income  from  hunting  and  fishing  leases  by  $7  million. 

Aquaculture  is  another  alternative  opportunity. 

Bay  Project  Extension  systems  in  New  York,  Pennsylvania,  Maryland, 

Helped  By  Delaware,  West  Virginia,  and  Virginia  contributed  to  the 

Extension  Chesapeake  Bay  Project  (CBP)  with  funding  and  expertise. 

Pennsysvania  conducted  water  clinics  to  protect  the  qual- 
ity of  ground  water  flowing  to  the  Bay.  Maryland  empha- 
sized surface  water  quality  in  its  programs. 

Natural  In  88  Ohio  counties  there  are  now  3.2  million  acres  under 

Resources  conservation  tillage  and  no-till.  In  Utah,  farmers  adopting 

Managed  irrigation  scheduling  conserved  20  to  30  percent  of  the 

total  water  used,  and  reduced  pumping  costs  by  a  similar 
amount.  Results  like  these  have  been  obtained  in  30  other 
States. 

Rural  Areas  Extension  in  Montana  and  Wisconsin  provides  intensive 

Assisted  workshops  and  followup  assistance  to  assess  financial 

conditions,  handle  stress,  and  formulate  plans  to  continue 
with  farm  and  community  businesses  and/or  pursue  alter- 
natives. Ohio  has  statewide  economic  development  pro- 
jects using  business  visitation  teams  and  self-assessment 
to  assist  with  job  retention  and  expansion.  Extension  finan- 
cial management  programs  also  assist  local  governments. 
For  example,  $3.3  million  was  saved  through  improved 
rural  government  debt  management  in  Massachusetts. 

Nutrition,  Diet,         Extension  is  the  lead  agency  for  USDA's  Food  and  Fitness 
Health  program,  designed  to  increase  public  awareness  of  the 

Improved  abundance  and  variety  of  foods  provided  by  American 

agriculture,  and  the  relationship  of  diet  and  exercise  to 
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Families  Helped 


good  health.  Also,  over  2.5  million  low-income  families 
have  participated  in  Extension's  expanded  food  and  nutri- 
tion education  program.  Last  year,  in  813  geographic  sites, 
4,185  paraprofessionals  provided  direct  nutrition  teaching 
to  over  224,000  adults  and  428,000  youth,  with  over  50,000 
volunteers  assisting  with  program  delivery. 

About  8  million  people  participated  in  research-based  pro- 
grams to  assure  family  economic  stability  and  security.  In 
Wisconsin,  96,000  people  better  managed  their  debts  and 
developed  realistic  spending  and  savings  plans.  In  10 
States,  economic  and  business  development  programs 
provided  job  skills  and  helped  families  establish  home- 
based  businesses. 


Human  Capital 
Developed 


Over  2  years,  Extension  provided  intensive  financial  coun- 
seling to  nearly  100,000  farm  families.  More  than  half  that 
number  were  assisted  this  year.  Extension  has  several  pro- 
grams concerned  with  family  and  community  stress  man- 
agement. Among  these,  are  telephone  hotlines  and  coun- 
seling centers. 

More  than  4  million  youth  are  involved  in  nearly  8.5  million 
4-H  projects.  Most  were  enrolled  in  projects  that  deal  with 
knowledge  transfer  in  the  agricultural  and  natural  resource 
sciences. 


There  are  600,000  4-H  volunteers,  and  business  and 
industry  are  deeply  involved. 


National  Agricultural  Library 


National  Text 
Digitizing  Pilot 
Project  Initiated 


Integrated 
Library  System 
To  Help 


Plans  were  completed  for  more  than  50  land-grant  and 
other  agriculture-related  university  libraries  to  participate  in 
a  project  initiated  by  the  National  Agricultural  Library  (NAL) 
to  collect,  process,  evaluate,  and  implement  a  national  text 
digitizing  image  system.  This  system  would  provide 
computer  access  to  the  content  of  agricultural  library  mate- 
rials. If  feasible,  this  process  could  provide  access  to 
masses  of  material  that  would  otherwise  be  beyond  useful 
bibliographic  control  because  of  financial  limitations. 

Plans  also  were  completed  for  an  integrated  library  system 
(ILS)  to  be  installed  to  manage  the  library's  1.8  million 
volume  collection.  It  is  expected  to  save  both  time  and 
money.  Also,  patrons  will  have  better  access  to  the  collec- 
tion and  more  timely  delivery  of  materials.  The  system 
incorporates  direct  electronic  access  to  bibliographic 
records  through  an  online  catalog. 
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Joint  Catalog/ 
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Strengthened 
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Current 
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To  provide  improved  access  and  control  of  State  agricultu- 
ral publications,  34  land-grant  university  libraries  parti- 
cipated in  a  joint  project  with  NAL  to  acquire,  catalog  or 
index,  and  offer  document  delivery  of  experiment  station 
and  Extension  Service  materials.  NAL  enters  bibliographic 
records  into  its  master  AGRICOLA  database  and  provides 
backup  document  delivery  service.  In  another  program, 
libraries  with  strong  agriculture-related  collections- 
including  the  U.S.  Department  of  Interior,  the  Univeristy  of 
Illinois,  and  Ohio  State  University— added  records  of  their 
unique  agricultural  holdings  to  AGRICOLA. 

Expanded  coverage  of  forestry  materials  in  the  NAL/ 
AGRICOLA  data  base  will  be  provided  under  an  inter- 
agency agreement  with  the  Forest  Service.  The  Forest 
Service  will  fund  at  least  three  additional  cataloger/indexer 
positions  at  the  Library  to  do  the  primary  work.  The  Food 
Safety  and  Inspection  Service  (FSIS)  began  working  with 
NAL  to  develop  a  data  base  on  food  irradiation. 

The  National  Agricultural  Library  implemented  a  number  of 
programs  to  develop  (1)  a  computer-based  expert  system 
that  will  help  library  users  obtain  answers  to  ready  refer- 
ence questions,  (2)  an  interactive  video  disk  instruction 
course  for  searching  the  AGRICOLA  data  base,  (3)  full  text 
laser  disk  storage  and  retrieval,  (4)  data  base  retrieval  on 
compact  disk,  and  (5)  photo  indexing  on  laser  disk.  The 
instructional  package  was  developed  with  the  University 
of  Maryland.  The  full  text  and  data  base  laser  projects 
involved  several  land-grant  universities. 

Online  domestic  access  to  the  foreign  literature  cited  in 
AGRIS,  the  international  agricultural  literature  data  base  of 
the  United  Nations  (UN),  was  made  possible  through  a 
major  commercial  data  base  system,  as  arranged  by  NAL, 
its  U.S.  sponsor.  The  Library  prepares  a  special  monthly 
tape  consisting  solely  of  citations  to  U.S.  imprints,  extracted 
from  its  AGRICOLA  database,  for  input  into  AGRIS. 

Four  specialized  information  centers  on  subjects  of  current 
concern — alternative  farming  systems,  animal  welfare,  fiber 
and  textiles,  and  family— were  added  to  NAL.  They  provide 
selective,  indepth  access  to  worldwide  literature  on  a  given 
topic,  locate  research  in  progress,  and  offer  other  services. 
The  Library  now  has  10  such  centers  in  operation. 

A  scholar  in  residence  program  was  established  to  attract 
distinguished  researchers.  A  preeminent  historian  of  U.S. 
agriculture  and  a  specialist  in  aquaculture  and  marine 
science  were  appointed  first.  The  Library  also  signed  a 
cooperative  agreement  with  the  University  of  Maryland's 
Department  of  History  establishing  a  fellowship  program  in 
ornamental  horticulture  at  the  university. 
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Collections  Significant  collections  on  remote  sensing  and  food  irradia- 

Donated  tion  were  transferred  to  NAL  from  the  Johnson  Space  Cen- 

ter, Houston,  Texas,  and  the  ARS  Easter  Regional 
Research  Center,  Wyndmoor,  Pennsylvania.  A  comprehen- 
sive collection  of  materials  on  Agent  Orange  was  obtained 
from  the  Veterans  Administration.  Other  major  donations 
included  collections  on  poultry  from  the  American  Poultry 
Historical  Society,  and  animal  fibers  from  the  Beltsville 
Agricultural  Research  Center. 
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Economics 


Economic  Research  Service 
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Stress 

Studied 
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Developed 


Economic  Research  Service  (ERS)  analysts  found  that 
commercial  banks  in  counties  dependent  on  farming  and 
mining  have  an  elevated  probability  of  failure.  The  banks 
can  reduce  the  problem  by  diversifying  loan  portfolios  and 
limiting  credit  risks. 

Declining  tax  revenues  from  farm  properties  and  related 
businesses  contribute  to  extreme  financial  stress  on  some 
local  governments,  an  ERS  study  found.  Tax  delinquencies 
are  also  high,  and  important  public  services  face  reduc- 
tions. The  effects  may  continue  for  several  years. 

The  "rural  turnaround"  of  the  1970's,  in  which  jobs  and 
population  growth  in  rural  areas  exceeded  that  in  urban 
areas,  has  reversed  again,  ERS  analysts  discovered.  Many 
rural  areas  have  not  recovered  from  the  goods-producing 
recession  of  the  early  1980's,  others  have  been  adversely 
affected  by  declining  mining  and  oil  industries,  and  others 
have  been  hurt  by  the  farm  financial  situation. 

Exchange  rates  have  a  significant  impact  on  U.S.  farm 
trade  and  competitiveness,  according  to  ERS  researchers. 
Adjustments  to  exchange  rate  changes  are  generally 
spread  over  a  3-year  period.  The  exchange  rates  are  more 
important  to  U.S.  agricultural  trade  than  foreign  economic 
activity,  while  U.S.  loan  rates  and  target  prices  are  twice  as 
important  as  the  rates. 

Intervention  by  governments  makes  agricultural  trade  less 
responsive  to  international  price  changes  than  would 
happen  otherwise,  an  ERS  study  showed.  For  example, 
changes  in  Mexican  Government  policy  and  weather  were 
more  important  than  changes  in  world  prices  in  determin- 
ing import  volumes. 

The  principal  factors  contributig  to  year-to-year  changes  in 
per  capita  consumption  of  individual  commodities  are 
changes  in  relative  prices  and  consumer  incomes,  ERS 
research  confirmed.  In  the  longer  term  higher  consumer 
incomes,  followed  by  population  growth,  are  the  most 
important  factors,  with  aging  of  the  population  and  regional 
population  composite  less  important. 

ERS  economists  have  developed  a  data  base  on  foreign 
government  interventions  in  the  production,  consumption, 
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and  trade  of  agricultural  products.  Information  on  a  wide 
selection  of  policies  and  programs  has  been  compiled  and 
electronically  stored. 

Mexican  growers  have  expanded  their  share  of  the  U.S. 
winter  fresh  vegetable  market  at  the  expense  of  Florida 
producers,  ERS  researchers  found.  Helped  by  periodic 
peso  devaluations,  Mexican  growers  held  a  competitive 
edge  in  five  of  the  six  commodities  studied.  In  the  case  of 
fresh  potatoes,  Canada  provides  only  a  share  of  U.S.  use, 
but  this  reached  new  highs  between  1980  and  1984  when 
the  U.S.  dollar  was  extremely  strong. 

The  availability  and  costs  of  inputs— fertilizers,  pesticides, 
farm  machinery,  and  fuel— affect  both  farmers  and 
consumers,  according  to  ERS  analysts.  For  example, 
because  crude  oil  prices  declined  sharply  in  1986,  farmers' 
production  costs  for  fuel  decreased  from  22  cents  per  acre 
for  soybeans  to  $1 .64  per  acre  for  peanuts,  with  aggregate 
annual  savings  well  over  $1  billion.  Removing  certain  corn 
and  soybean  pesticides  from  the  market  could  increase 
U.S.  agricultural  production  costs,  crop  prices,  farm 
incomes,  and  consumer  expenditures,  causing  farmers  to 
gain  and  consumers  to  lose. 

U.S.  farmland  values  fell  an  average  of  12  percent  between 
April  1985  and  February  1986.  The  decline  since  1981 
reflects  low  commodity  prices,  weak  export  demand,  high 
interest  rates,  and  a  cautious  outlook  by  farm  investors. 
ERS  projects  that  farmland  values  will  decline  futher  in 
1987,  though  at  a  slower  rate  than  in  1986.  In  1988,  values 
may  begin  to  level  off  and  even  rise  as  investors  start  to 
look  for  increasing  returns  to  land. 

ERS  found  that  soil  conservation  benefits  could  be  in- 
creased if  programs  were  directed  more  toward  controlling 
erosion  on  highly  erodible  land.  On  average,  the  benefits  of 
erosion  control  measures  exceed  the  costs  only  on  land 
eroding  at  a  rate  above  15  tons  per  acre  per  year.  Yet,  a 
significant  portion  of  conservation  expenditures  have  been 
directed  to  cropland  eroding  at  less  than  5  tons  annually. 

ERS  evaluated  the  relative  importance  of  foreign  income, 
foreign  exchange  reserves,  U.S.  price,  competitor  price, 
and  exchange  rates  in  determining  demand  for  U.S.  corn 
and  soybeans.  Researchers  found  that  for  corn,  foreign 
production  and  the  U.S.  corn  price  were  the  most  important 
variables.  For  soybeans,  the  key  variables  were  importers' 
income  growth  rates  and  the  U.S.  soybean  price. 

ERS  adjusted  its  data  collection  program  to  provide  more 
concise  information  on  net  earnings  and  financial  charac- 
teristics of  farming  units  by  type,  size,  and  location.  The 
information  will  allow  statistically  sound  estimates  in  identi- 
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tying  farmers  encountering  financial  problems  and  ana- 
lyses of  the  amount  of  debt  at  risk. 
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Quarterly  agricultural  surveys  (QAS)  are  the  culmination  of 
test  work  conducted  during  the  past  2  years  by  the 
National  Agricultural  Statistics  Service  (NASS),  formerly  the 
Statistical  Reporting  Service.  The  purpose  is  to  broaden  its 
multiple  frame  survey  capabilities  through  integration  of 
various  mail  and  interview  surveys.  The  use  of  an  inte- 
grated sample  design  instead  of  several  independent  sur- 
veys provides  more  control  over  the  number  of  times  indi- 
vidual farmers  will  be  asked  to  report.  Also,  survey 
procedures  are  expected  to  improve  the  quantity  and  qual- 
ity of  data  published  on  structural  changes  in  agriculture. 

The  farm  costs  and  returns  survey  obtained  data  on  farm 
expenditures,  income,  debt,  and  cost  of  production  for 
selected  commodities,  and  provided  a  major  portion  of  the 
economic  statistics  for  the  farm  sector. 

An  intensive  review  of  list-sampling  frame  coverage  in 
each  State  was  conducted.  This  review  involved  an  evalua- 
tion by  type  and  size  of  farm  operation  in  an  effort  to 
improve  the  quality  of  sampling  frames  and  survey  results. 

Weekly  statistics  of  dairy  animals  slaughtered  in  federally 
inspected  plants  under  the  Dairy  Termination  Program 
were  begun  in  April.  Data  from  about  1,500  plants  were 
processed  and  tabulated  each  week. 

Grain  stocks  survey  reference  dates  were  realigned  to 
December  1,  March  1,  June  1,  and  September  1.  These 
changes  were  based  on  the  official  change  of  the  corn 
marketing  year  from  October  1  -September  30  to  Sep- 
tember 1 -August  31,  an  internal  task  group's  recommenda- 
tion designed  to  improve  the  collection  of  data,  and  an  out- 
side review  panel's  recommendation. 

The  shifting  of  the  onfarm  grain  stocks  surveys  to  a  proba- 
bility basis  allowed  the  development  of  State-level  onfarm 
storage  capacity  information.  These  numbers  were  pub- 
lished for  27  States  for  the  first  time  this  year. 

"Prices  Received  by  Farmers— Feed  Grains  and  Hay"  was 
issued  in  August.  This  was  the  first  statistical  bulletin  pro- 
viding a  long-time  historic  price  series  by  month  and  by 
State  for  feed  grains  and  hay. 
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Computer-assisted  telephone  interviewing  (CATI)  is  now 
operating  to  collect  data  in  15  States.  During  fiscal  year 
1986, 13  more  States  received  hardware  and  software  to 
support  CATI,  and  personnel  were  trained  in  its  use.  Survey 
instruments  were  written  and  used  for  the  farm  labor  sur- 
vey and  the  April,  June,  and  September  integrated  surveys. 

Improvements  were  made  in  automated  analysis  systems. 
These  systems  rely  upon  statistical  procedures  to  provide  a 
descriptive  analysis  of  survey  data  and  to  identify  abnormal 
respondent  reports  and  their  impact  on  survey  results.  This 
information  helps  to  evaluate  current  data  and  to  improve 
sample  designs  for  subsequent  surveys. 

Landsat  multispectrai  scanner  readings  were  used  with 
NASS  ground-gathered  data  to  calculate  improved  crop 
area  estimates  at  the  State  and  county  level.  Data  were 
obtained  from  Landsat  4  and  5,  both  of  which  gave  better 
coverage  in  the  major  agricultural  areas.  Research  con- 
tinued on  the  use  of  satellite  data  to  improve  area  estimates 
for  specialty  crops,  statistical  methodology,  use  of  data 
from  the  Thematic  Mapper  sensor,  data  processing  (includ- 
ing both  hardware  and  software),  automation,  and  other 
techniques  to  increase  efficiencies. 
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The  Office  of  Energy  (OE)  completed  a  major  report  on  the 
economic  viability  of  the  ethanol  industry  and  the  impacts 
of  ethanol  production  on  agriculture,  consumers,  and  tax- 
payers. The  report  found  that  ethano!  production  benefits 
corn  producers  and  harms  soybean  producers.  It  increases 
net  farm  income  and  lowers  Government  commodity  pro- 
gram costs.  But  these  benefits  are  more  than  offset  by 
higher  food  prices  and  the  subsidies  needed  to  sustain  the 
ethanol  industry. 

OE  reported  on  the  impact  of  imports  of  Brazilian  fuel 
ethanol  on  agricultural  prices  and  on  the  domestic  ethanol 
industry.  Consistent  with  a  recent  investigation  by  the 
International  Trade  Commission  and  after  consultation  with 
the  United  States  Trade  Representative,  OE  reported  that 
U.S.  ethanol  prices  are  set  by  gasoline  prices  and  subsi- 
dies; they  are  not  affected  by  imports.  OE  also  reported  that 
imports  had  no  significant  effect  on  U.S.  grain  prices. 

OE  was  active  on  the  Interagency  Working  Group  on  Alco- 
hol Fuels  coordinated  by  the  U.S.  Trade  Representative's 
office.  This  group  develops  documents  and  position  papers 
on  alcohol  fuels  and  international  trade. 
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Foreign  Representatives  of  France,  West  Germany,  Israel,  Italy,  and 

Officials  Met  Sweden  met  with  OE  officials  to  discuss  U.S.  policy  on  and 

With  OE  the  economics  of  renewable  energy,  primarily  alcohol  fuels. 

The  European  Economic  Community  is  considering  using 
agricultural  commodity  surpluses  to  produce  fuel  ethanol 
as  an  octane  enhancer  when  lead  is  removed  from  gaso- 
line. 

Unleaded  With  the  Environmental  Protection  Agency  (EPA),  OE  stu- 

Gasoline  died  the  effects  of  burning  unleaded  gasoline  in  agricultu- 

Assessed  ral  equipment  that  was  built  to  use  leaded  gasoline.  EPA 

has  reduced  allowable  lead  levels  by  90  percent  since 
1985  and  proposes  to  ban  lead  entirely  in  1988.  A  report  is 
due  to  Congress  in  early  1987.  Preliminary  results  suggest 
that  a  large  number  of  engines  may  require  major  over- 
hauls prematurely  if  leaded  gasoline  is  banned. 

Oil  Import  Tax        Renewed  interest  in  an  oil  import  fee  prompted  OE  to 
Evaluated  assess  the  impacts  on  agriculture  of  such  a  tax.  A  4-dollar- 

per-barrel  import  fee  was  reported  to  increase  the  cost  of 
petroleum  products  in  manufacturing  and  transporting  of 
agricultural  products  by  up  to  $419  million.  Pesticide  costs 
would  be  increased  by  $47  million  and  fertilizer  by  $418 
million.  In  total,  a  4-dollar-a-barrel  tax  would  increase  food 
and  fiber  costs  up  to  $1.5  billion  per  year. 


World  Agricultural  Outlook  Board 

Reliability  The  World  Agricultural  Outlook  Board  (WAOB)  added  relia- 

Tables  Added        bility  tables  to  the  "World  Agricultural  Supply  and  Demand 
Estimates"  report  to  assist  users  in  evaluating  the  accuracy 
of  forecasts  as  the  season  progresses.  Measures  of  histori- 
cal accuracy  and  bias  are  shown  for  domestic,  foreign,  and 
world  supply  and  demand  estimates  for  grains,  soybeans, 
and  cotton.  Monthly  estimates  of  production,  exports, 
domestic  consumption,  and  ending  stocks  are  compared  to 
yearend  estimates  for  the  5  preceding  years. 

Southeastern  WAOB  agricultural  meteorologists  discerned  and  reported 

Drought  on  the  drought  in  the  Southeastern  United  States.  Daily 

Assessed  drought  assessments  summarized  meteorological  devel- 

opments in  the  affected  area.  As  the  severity  of  the  drought 
intensified,  a  departmental  task  force  was  created  which 
relied  heavily  on  analyses  provided  by  the  Board.  With  this 
effort,  priorities  could  be  assigned  and  assistance  speeded. 

Chernobyl  The  severity  of  the  USSR  nuclear  disaster  at  Chernobyl— in 

Disaster  terms  of  its  potential  impact  on  both  agriculture  and  human 

Assessed  life — demanded  that  reliable  information  be  developed 

quickly.  Defining  the  area  of  probable  contamination  was  of 
immediate  concern.  WAOB  agricultural  meteorologists 
quickly  delineated  the  path  of  nuclear  fallout  by  interpreting 
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synoptic  meteorological  charts  showing  wind  speed  and 
direction.  As  a  result,  USDA  analysts  accurately  determined 
that  the  Ukraine,  that  is,  the  Soviet  breadbasket,  and  major 
Soviet  population  centers  would  not  be  contaminated. 
USDA  assessments  of  the  overall  impact  of  the  incident 
have  been  proved  accurate. 

Processing  D-WIPS,  a  digital  weather  imagery  processing  system  was 

System  installed  in  the  Joint  Agricultural  Weather  Facility  (JAWF)— 

Installed  a  joint  effort  supported  by  the  Department  of  Commerce 

(NOAA)  and  USDA.  This  state-of-the-art  system  is  used  to 
capture,  digitize,  and  store  weather  satellite  images  from 
four  satellite  systems— GOES  (United  States),  METSAT 
(United  States),  METEOSAT  (Europe),  and  GMS  (Japan). 
Images  processed  in  D-WIPS  can  be  reproduced  in  hard 
copy  or  sequenced  and  animated  to  analyze  global 
weather  patterns  and  their  possible  impact  on  crop- 
growing  conditions.  The  system  has  improved  JAWF's  ana- 
lytical capability  by  enabling  a  continuous  global  observa- 
tion of  cloud  patterns. 

Outlook  WAOB  planned  and  organized  USDA's  1986  Agricultural 

Conference  Outlook  Conference.  Under  WAOB's  direction,  an  inter- 

Convened  agency  program  committee  selected  program  topics  and 

speakers  for  sessions  focusing  on  the  general  economy, 
farm  economics,  agricultural  commodities,  and  special 
topics. 

Landsat  Data         WAOB  coordinated  the  development  of  Departmentwide 
Purchases  Landsat  data  procurement  procedures  which  are  consist- 

Coordinated  ent  across  agency  lines  and  preclude  unnecessary  and 

duplicative  data  purchases.  The  Department's  remote 
senscoordinator,  a  WAOB  staff  member,  cochaired  an  ad 
hoc  interagency  committee  for  commercial  satellite  data 
acquisition.  This  committee  defined  agency  needs,  con- 
sulted with  the  Office  of  the  General  Counsel,  and  con- 
ferred with  representatives  of  the  private  sector  to  identify 
and  resolve  Landsat  data  procurement  issues. 
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Administration 


Departmental  Administration 


Financial 

Management 

Improved 


Finance  Center 
Was  Active 


Through  the  USDA  financial  council,  the  Office  of  Finance 
and  Management  (OFM)  continued  to  develop  the  Depart- 
mentwide  financial  information  system.  This  system  will 
centralize  USDA  external  reporting  and  provide  a  financial 
and  program  data  base  for  each  agency. 

OFM  has  provided  staff  support  for  such  governmentwide 
projects  as  the  Treasury's  revised  financial  reports,  the 
standard  general  ledger  task  force,  initiatives  on  off-the- 
shelf  software,  and  cross-servicing. 

In  fiscal  year  1986,  OFM  implemented  cash  management 
improvement  for  the  highest  civilian  agency  cash  flow  in 
Government.  Electronic  funds  transfer  systems,  lock-boxes, 
timely  payment  procedures,  and  more  efficient  use  of  the 
Federal  Reserve  System  have  saved  the  Government  over 
$60  million  in  interest  during  the  year. 

Significant  progress  was  made  on  five-point  management 
plan  credit  management  initiatives.  Accomplishments 
include  the  following: 

•  Collection  of  over  $1 .2  million  of  delinquent  debts  through 
tax  refund  offsets  by  the  Internal  Revenue  Service. 

•  Issuance  of  several  debt  collection  regulations,  including 
a  salary  offset  regulation. 

The  National  Finance  Center  (NFC)— 

•  Paid  over  130,000  USDA  and  non-USDA  employees  with 
a  99.97-percent  on-time  average.  Electronic  transmission 
of  information  and  electronic  access  by  users  were 
emphasized. 

•  Increased  employee  participation  in  the  Direct  Depos- 
it/Electronic Funds  Transfer  Program  by  44.9  percent  to 
57,143. 


Crossmatching 
Paid  Off 


The  Office  of  Management  and  Budget  chose  to  be  record- 
keeper  for  the  thrift  savings  plan  under  the  new  Federal 
Employees  Retirement  System. 

In  workers  compensation  and  unemployment  compensa- 
tion, cross-matching  of  cases  and  employment  records 


reduced  USDA's  annual  costs  for  these  programs  $3.2  mil- 
lion in  addition  to  the  $1 1 .4-million-dollar  savings  reported 
last  year.  The  USDA  contract  with  a  nationwide  unemploy- 
ment compensation  management  firm  saved  the  Depart- 
ment over  $800,000. 

To  bring  about  long-range  reduction  in  workers  com- 
pensation costs,  OFM  established  a  cooperative  rehabilita- 
tion/rehire  program  with  the  Labor  Department,  under 
which  former  employees  are  either  brought  back  to  work  or 
dropped  from  benefit  rolls.  Activities  under  the  program 
have  netted  $2.4  million  in  estimated  annual  savings. 

OFM's  cost  management  activities  also  focused  on  tele- 
phone costs.  About  80  percent  of  all  telephone  lines  billed 
to  USDA  nationwide  have  been  verified.  Erroneous  lines 
amounting  to  $1.5  million  annually  have  been  removed 
from  USDA's  bills. 

Travel  Actions        OFM  expanded  the  number  of  travel  credit  cards  used  by 
Taken  USDA  to  40,000.  Outstanding  travel  advances  were 

reduced  by  $2  million. 

USDA  was  the  first  Department  to  use  a  Governmentwide 
relocation  service  contract. 

Privatization  A  privatization  task  force  was  established  to  conduct  a 

Studied  Departmentwide  analysis  of  program  and  administrative 

support  functions  to  identify  those  that  could  be  privatized. 

A  series  of  strategies  were  employed  to  improve  productiv- 
ity in  the  Department  and  to  implement  Executive  Order 
12552. 

Significant  productivity  improvements  included  the  follow- 
ing: 

•  A  joint  USDA/Commerce  Department  warehousing  pro- 
ject (OO/OFM) 

•  Delivery  of  vehicle  services  (OO/OFM/FS) 

•  The  acid  test  review  process  (OFM) 

•  The  productivity  improvement  team  process  (FS) 

•  Automation  of  payments  and  accounting  systems  (OFM) 

•  Financial  cross-servicing  to  non-USDA  agencies  through 
the  National  Finance  Center  (OFM) 

•  The  cost  management  program  for  unemployment  com- 
pensation (OFM) 
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•  The  cost  management  program  for  workers  compensa- 
tion (OFM) 

•  Consolidation  of  administrative  activities  in  Minneapolis 
(APHIS) 

•  Reorganization  of  administrative  activities  (ARS) 

The  Federal  Managers'  Financial  Integrity  Act  was  imple- 
mented. 

Warehousing  A  USDA/ Department  of  Commerce  warehousing  integra- 

Integrated  tion  study  saw  substantial  opportunities  for  savings  through 

consolidation  of  warehousing  operations  in  forms  and 
supplies.  In  July,  USDA's  Landover,  Maryland  warehouse 
began  stocking  Department  of  Commerce  forms.  The  Merit 
Systems  Protection  Board  and  Office  of  Special  counsel 
have  since  joined.  Further  consolidations  are  expected. 

Automation  The  Office  of  Operations  (00)  tested  the  Agriculture  Con- 

System  Dated         tract  Automation  System  (AGCAS)  and  is  now  expanding  it 
Departmentwide.  AGCAS  virtually  eliminates  manual 
preparation  of  contract  documents,  reducing  the  average 
processing  time  for  preparation  of  solicitations  from  40 
hours  to  1  hour.  Departmentwide,  over  $3  million  in  clerical 
and  technical  personnel  time  will  be  freed  annually  by  use 
of  AGCAS. 

Management  In  March,  USDA  agreed  to  take  responsibility  for  the  day- 

Assumed  to-day  management  of  certain  facilities  leased  by  the 

Government  Services  Administration.  This  involves  1 1 3 
leases  and  1.5  million  square  feet  of  space  across  the 
country.  The  leasing  delegation  program  is  a  high  priority 
of  the  Office  of  Management  and  Budget. 

Computers  Under  the  guidance  of  the  Office  of  Information  Resources 

Installed  Management  (OIRM),  the  Department  started  to  put  compu- 

ters and  technology  in  the  field  offices  of  major  USDA 
agencies  to  improve  the  delivery  of  programs  and  services. 
When  these  offices  have  been  fully  automated,  over  85 
percent  of  all  USDA  personnel  will  have  access  to  compu- 
ter technology 

LAN  Installed         OIRM  also  has  overseen  the  installation  of  a  local  area 

network  (LAN)  in  the  Washington,  D.C.  headquarters  com- 
plex. The  network  will  allow  transmission  of  data,  video  and 
voice  signals,  and  telemetry,  using  terminals,  personal 
computers,  and  host  computers.  Video  applications  will 
include  C-SPAN,  teleconferencing,  and  building  security. 
The  network  also  will  allow  data  users  to  access  USDA's 
long  distance  data  service  provide,  Telenet.  The  LAN 
approach  eliminates  the  need  for  agencies  to  install  their 
own  cabling. 
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Center  Installed 
Data  Base 
System 


EDI  System 
Implemented 


Memo  Focused 
On  Equality 


Appraisal 
Revised 


OIRM's  Kansas  City  computer  center  has  installed  a  large 
data  base  system,  which  provides  a  pool  of  information  on 
directives,  information  on  directives,  information  systems, 
equipment,  forms,  reports,  and  common  use  software.  The 
system  is  now  used  by  10  agencies,  and  soon  will  be  used 
by  the  Department  of  Commerce  to  automate  its  forms 
inventory. 

OIRM  led  the  implementation  of  the  Departmental  elec- 
tronic dissemination  of  information  system,  a  joint  project 
involving  all  agencies  that  collect  or  create  perishable  or 
time-sensitive  information.  Reports  on  crop  production  and 
price  estimates,  press  releases,  export  reports,  and  trade 
leads  are  now  available  immediately  through  a  computer- 
based  communications  system. 

An  Equal  Employment  Opportunity  (EEO)  memo  from  the 
Secretary  focused  on  the  activities  of  the  Office  of  Advo- 
cacy and  Enterprise  (OAE)  and  emphasized  commitment 
and  accountability  for  equal  opportunity  and  civil  rights. 
The  Secretary  stated  that  he  will  not  tolerate  discrimination 
in  any  form,  and  made  personal  responsibility  for  EEO  pro- 
grams a  part  of  performance  standards  for  all  USDA 
managers. 

The  Office  of  Personnel  (OP)  implemented  a  new  perform- 
ance management  system,  a  revision  and  simplification  of 
performance  appraisal  systems  for  all  GS,  GM,  WG,  and 
SES  employees.  OP  also  sponsored  a  2-day  training  pro- 
gram for  senior  executives,  and  trained  Office  of  the 
Inspector  General  employees  in  the  investigation  of  mis- 
conduct cases. 
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Governmental  and 
Public  Affairs 


Office  of  Information 


New  Farm  Law       Provisions  of  the  Food  Security  Act  of  1 985  dominated  the 
Dominated  news  releases  issued  through  the  Office  of  Information  (01) 

New  Releases         News  Division.  The  News  Division  also  emphasized  help- 
ing agency  public  affairs  staffs  with  feature  development 
and  distribution. 

Regional  The  Ol  Special  Programs  Division  and  News  Division 

Conferences  worked  closely  with  the  Office  of  the  Secretary  and  the 

Conducted  Food  and  Drug  Administration  of  the  U.S.  Department  of 

Health  and  Human  Services  in  planning  and  conducting 
two  conferences  for  journalists  during  the  fall  in  New  York 
and  Los  Angeles.  Ol  also  took  part  in  a  national  health  and 
nutrition  journalism  seminar  held  by  the  University  of 
Missouri. 


Radio  Services 
Went  via 
Sate/lite 


Teleconference 
Center  Usage 
Expanded 


The  Ol  Radio  and  Television  Division  started  providing 
news  conferences  and  other  special  events  to  farm  radio 
broadcasters  via  satellite.  Fifteen  regional  networks  can 
access  signals  from  Westar  III  satellite.  The  networks  serv- 
ice nearly  1,000  affiliated  radio  stations. 

USDA  agencies  and  offices  conducted  more  than  500 
audio  teleconferences  during  the  year  through  the  USDA 
Teleconference  Center  operated  by  Ol's  Video  and  Film 
Division.  A  five-fold  increase  in  usage  over  the  first  quarter 
was  noted  in  the  fourth  quarter.  Agencies  encouraged  their 
field  offices  to  arrange  their  own  local  conferences  through 
the  Washington  conferencing  facility.  They  scheduled 
nearly  300  more  regular  conferences. 

Video  teleconferences  also  were  conducted  from  the  same 
Teleconference  Center.  The  President,  the  Secretary  of 
Agriculture,  and  the  Deputy  Secretary  of  Agriculture  took 
part  in  TV  satellite  news  conferences  on  agricultural  policy 
and  conservation  resources. 


Center  Ol's  Video  and  Film  Division  was  designated  the  Video 

Designated  for       Control  Center  for  USDA's  newly  installed  Local  Area  Net- 
LAN  work  (LAN)  to  provide  intradepartmental  video  conferenc- 

ing within  the  Washington  headquarters  complex. 
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Yearbook  The  1 986  Yearbook  of  Agriculture,  titled  "Research  For 

Extolled  Tomorrow,"  was  released  in  Washington,  D.C.  and  at  the 

Research  annual  meeting  of  the  National  Association  of  State  Univer- 

sities and  Land-Grant  Colleges  in  Phoenix,  Arix.  Produc- 
tion of  the  344-page  hardback,  coordinated  by  Ol's  Special 
Programs  Division,  features  chapters  written  for  lay  people 
about  research  in  biotechnology  and  insects  and  weeds 
and  concerning  forests;  modern  transfer  of  scientific 
knowledge  to  users;  human  nutrition,  and  careers  in 
agriculture. 

Electronic  Computerized  information  for  dissemination  to  the  public 

Services  was  expanded.  More  USDA  reports  and  other  current 

Expanded  information  were  added  to  the  primary  system  for  elec- 

tronic dissemination  of  information  (EDI).  More  public 
users,  particularly  commercial  information  disseminators, 
began  using  the  service.  Meanwhile,  Ol,  in  cooperation 
with  several  agencies,  added  information  to  Ol's  secondary 
electronic  information  service,  such  as  animal  health 
information,  food  and  nutrition  information,  agricultural 
trade  information,  and  the  directory,  "How  to  Get  Informa- 
tion from  USDA." 

FOIA  The  regulations  of  the  Department's  Freedom  of  Informa- 

Regulations  tion  Act  (FOIA)  were  revised  and  updated  for  the  first  time 

Updated  since  the  rules  were  first  published  after  the  FOIA  was 

passed.  Proposed  rules  were  published  in  the  Federal 
Register  tor  public  comment,  and  those  comments  were 
incorporated  into  the  final  regulations.  Ol  worked  with  sev- 
eral agencies  to  update  its  Privacy  Act  systems  of  records. 

Information  Coordination  of  information  about  the  Conservation 

Plan  Reserve  Program,  initiated  by  Ol's  Special  Programs  Di- 

Coordinated  vision,  was  elevated  to  a  special  task  force  under  the  direc- 

tion of  the  Office  of  the  Secretary.  A  major  public  informa- 
tion and  education  program  about  the  conservation  reserve 
and  related  provisions  of  the  Food  Security  Act  was 
started. 


Office  of  Intergovernmental  Affairs 


OIA  Helped  The  Office  of  Intergovernmental  Affairs  (OIA)  helped  State 

State,  Local  and  local  governments  find  the  proper  channels  to  Federal 

Governments  assistance  in  a  year  of  rural  economic  stress,  severe 
southdrought,  insect  blight,  floods,  and  winter  storms. 

'Hotline' Helped  The  Deputy  Assistant  Secretary  for  Governmental  and  Pub- 

Deliveries  Of  lie  Affairs  coordinated  disaster  assistance,  including  a 

Hay  to  Farmers  hotline  telephone  service,  during  the  peak  of  the  south- 
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eastern  United  States  drought.  The  hotline  helped  coordi- 
nate deliveries  of  free  hay  to  drought-ravaged  areas  and 
provided  information  about  USDA  and  other  services  to 
affected  farmers. 

Native  A  career  development  manual  was  initiated  and  coordi- 

American  nated  by  OIA  and  published  by  the  Extension  Service,  in 

Booklets  cooperation  with  the  Bureau  of  Indian  Affairs,  to  help  Native 

Published  American  youth  choose  a  career. 

A  more  recent  publication,  "Agricultural  Programs  and 
Activities  for  Native  Americans,"  also  was  developed  and 
published.  This  publication  emphasizes  achievements  of 
Native  Americans,  and  notes  which  agency  services  are 
available  to  them. 
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Office  of 
Inspector  General 


Office  of  Inspector  General 


Implementation 
Of  Food 
Security  Act 
Reviewed 


Dairy 

Termination 
Implementation 
Assessed 


Need  Seen 

For 

Coordination 


The  Office  of  Inspector  General  (OIG)  assembled  a  task 
team  to  determine  the  impact  of  the  Food  Security  Act  of 
1985  on  the  Department's  programs.  The  team  also  would 
provide  early  assistance  to  the  Department  in  establishing 
and  strengthening  internal  controls  in  the  law's  implement- 
ing regulations.  The  team  concluded  that  OIG's  initial  audit 
efforts  should  be  directed  to  the  Dairy  Termination  Program 
(DTP),  the  Conservation  Reserve  Program  (CRP),  and  parts 
of  the  Production  Adjustment  Programs  (PAP). 

OIG  has  completed  initial  reviews  of  these  programs.  It 
concluded  that  the  Agricultural  Stabilization  and  Conserva- 
tion Service  (ASCS)  effectively  implemented  the  DTP  to 
reduce  milk  production,  but  OIG  identified  four  areas  where 
better  controls  were  needed:  identification  of  producers  in 
bankruptcy;  producers'  control  over  leasing  arrangements; 
reconciliation  of  dairy  herd  numbers;  and  the  criterion  for 
the  reasonableness  of  the  dairy  herd  compared  to  the  pro- 
ducer's adjusted  milk  base.  An  audit  is  underway  address- 
ing producer  compliance  with  contract  provisions.  Issues 
identified  as  needing  corrective  action  include  these:  spot- 
checking  procedures;  accounts  of  disposed  dairy  cattle; 
and  reconciliation  of  reported  herd  numbers  prior  to  con- 
tract acceptance. 

Improved  coordination  was  needed  between  ASCS,  which 
administers  the  programs,  and  the  Farmers  Home  Adminis- 
tration (FmHA).  FmHA  borrowers  were  not  receiving  finan- 
cial advice  before  entering  into  long-term  agreements 
under  the  DTP  and  CRP.  Participation  could  limit  borrow- 
ers' ability  to  meet  FmHA  loan  obligations. 

Also,  in  the  case  of  the  DTP,  FmHA  security  interests  in 
dairy  herds  and  equipment  would  be  affected  by  produc- 
ers' participation. 

FmHA  also  needed  to  provide  ASCS  with  farm  properties  in 
the  Government's  inventory  so  that  Production  Adjustment 
Program  compliance  could  be  determined  properly.  The 
agencies  took  measures  to  exchange  pertinent  information 
and  publish  regulations  to  address  the  above  issue.  OIG 
continues  to  work  with  FmHA  to  assure  that  FmHA  re- 
ceives its  fair  share  of  DTP  payments  where  FmHA  holds 
security  interest  in  dairy  herds  and  equipment. 
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Collections,  During  fiscal  year  1 986,  OIG  issued  1 ,046  audit  reports, 

Savings  including  521  performed  under  contract.  OIG  recom- 

Realized  mended  recovery  of  $65,386,983  in  costs  and  loans,  and 

either  resolved  or  closed  1,047  audits  resulting  in  man- 
agement commitments  to  more  efficiently  use  funds  totaling 
$57,204,032  and  commitments  to  seek  recoveries  of 
$54,797,133. 

Rural  Housing        OIG  conducted  major  investigations  of  fraud  and  corrup- 
Investigated  tion  in  FmHA's  housing  programs  in  New  Mexico,  Texas, 

Mississippi,  North  Carolina,  Florida,  and  Michigan.  These 
resulted  in  multicount  indictments  and  /or  convictions  of 
former  FmHA  officials,  real  estate  developers,  loan  packag- 
ers, contractors,  and  subcontractors.  The  criminal  offenses 
included  bribery,  conspiracy,  conflict  of  interest  false 
claims,  conversion  of  Government  property,  and  false 
statements. 

Food  Stamp  OIG  increased  its  scrutiny  of  the  FNS  Food  Stamp  Pro- 

Investigations         gram.  It  issued  379  reports  of  investigation  concerning  food 
Increased  stamp  violations  during  fiscal  year  1986.  It  arrested  114  vio- 

lators, obtained  194  criminal  indictments,  and  got  159  con- 
victions. As  a  result  of  these  investigations,  OIG  received 
over  $2.2  million  in  recoveries,  fines,  restitutions,  and  finan- 
cial claims.  OIG  also  increased  its  supervisory  and  over- 
sight role  in  the  Food  Stamp  Program  by  promoting  the 
efforts  of  local,  State,  and  other  Federal  law  enforcement 
authorities  to  curb  fraud,  waste,  and  abuse  in  their  areas  of 
jurisdiction. 
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